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THE 

CORPORATION OF FOREIGN 
BONDHOLDERS: 

ITS ORIGIN, FUNCTIONS, AND PROCEDURE. 



The Corporation of Foreign Bondholders was Constitution 
founded in 1868: it received a Special Licence from the 
Board of Trade in 1873, and was incorporated by Act of 
Parliament in 1 898. Under that Act the Council of the 
Corporation consists of twenty-one members, six of whom 
are nominated by the Central Association of Bankers, 
six by the London Chamber of Commerce, and nine are 
co-opted by the Council as a whole — that is by the votes 
both of the representative and co-opted members. A 
majority of the members of the Council are thus appointed 
by independent outside bodies. 

The principal object of the Corporation is the protection Objects, 
of the interests of the holders of foreign securities. In 
addition to this, however, it keeps elaborate records 
regarding the economic and financial condition of the 
various States with whose debts it is called upon to deal, 
and these records are readily placed at the disposal of 
investors or other interested parties. The Annual Reports 
of the Council contain an immense amount of valuable 
information and are circulated all over the world. 

The Council may, and in some cases does, act on its own Procedure, 
initiative. For instance, it appoints the British representa- 
tive on the Council of Administration of the Ottoman 
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Public Debt, and it has also frequently intervened on behalf 
of individuals whose rights have been prejudiced by the 
action of a foreign Government. 

As a general rule, how ever, the Council acts through 
the various Bondholders' Committees associated with it. 
In the case of the default of a foreign State, or in other 
circumstances where the rights of the Bondholders are 
interfered with, the practice of the Council is, on its 
intervention being solicited by a requisition from those 
interested, to convene a Public Meeting of Bondholders, 
and to suggest that a Committee should be appointed by 
those present. These Committees may, and generally do, 
elect to act under the Rules and Regulations of the 
Corporation, but they have a free hand in carrying on the 
negotiations for a settlement, and the decision as to whether 
any proposals made by a foreign State shall or shall not be 
recommended to the acceptance of the general body of 
the creditors is left entirely to their judgment The 
President and the Vice-President of the Council are ex officio 
members of the Bondholders' Committees, and, if deemed 
desirable, the Council appoint one or two of its other 
members to serve on these Committees in order that they 
may keep in touch with the Council. 

At the present time there are twenty separate Bond- 
holders' Committees affiliated to the Corporation, con- 
sisting of 215 members. Of this number, thirty-two, 
exclusive of the President and Vice-President, are members 
of the Council, and of these a large proportion have 
been appointed by the Bondholders themselves. The 
Committees are under no obligation to act in accordance 
with the views of the Council, but the history of the past 
thirty years shows that the relations between the Council 
and the various Bondholders' Committees have been of a 
thoroughly harmonious and cordial character. 

The Council finds the Committees house-room and 
supplies them with skilled assistance: it places at their 
disposal the benefit of its long experience in dealing with 
defaulting States, and, in addition to this, advances such 
sums as may be required to defray the necessary expenses 
connected with the negotiations. 
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In many cases these negotiations are spread over many 
years, and the expenses involved are often very heavy, 
especially in instances like that of Virginia, where costly 
and complicated legal proceedings were undertaken on 
behalf of the Bondholders against the State, and case after 
case was carried up to the Supreme Court of the United 
States. Apart from the outlays involved in such negotia- 
tions and litigation, the ordinary expenditure of the 
Corporation averages between £8,000 and £9,000 a year. 
In accordance with the provisions of the Act of Parliament, 
the President receives £1,000, the Vice-President £500, 
and the other members of the Council £100 each. 

The members of the Bondholders' Committees affiliated p^g, 
to the Council act gratuitously, but on the other hand they 
incur no pecuniary responsibility, and if a settlement is 
arrived at the Council is authorised to pay the members 
of the Committee concerned in such settlement a moderate 
fee for each attendance. No such fees are, however, paid 
to the President or Vice-President of the Council, and as 
regards other members of the Council who serve on the 
Bondholders' Committees, the amount received by them 
on this account is quite insignificant. For instance, during 
the last ten years, the members of the Council received on 
an average less than £$ per annum over and above the 
fixed fee of £100. 

The invested funds of the Corporation, apart from the Funds, 
sum set aside for the acquisition of new premises when the 
lease of the present offices falls in, amount to £1 15,000, 
and yield a revenue of about £3,700 a year. 

Any surplus remaining, after defraying the expenses, 
becomes part of the General Fund of the Corporation, which 
is held by the Council as trustees for the benefit of British 
investors, and neither the President nor the members of 
the Council have any personal interest in them beyond 
the sums fixed for their remuneration by Act of Parliament, 
as mentioned above. 

It has always been the hope of the Council that the 
income derived from the invested funds of the Corporation 
would some day be sufficient to cover all expenses, so that 
they would not have to make any charge whatever for 
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their services. In most cases, however, the expenses have 
been borne by the Governments concerned, and no charge 
has fallen on the Bondholders. 

Reiultt. When it is borne in mind that the Corporation 

has been concerned in the settlement of Debts aggregating 
not much short of the gigantic sum of £ 1,000,000,000, it is 
evident that even had the whole of the charges fallen on the 
Bondholders, the percentage of cost on this account would 
have been exceedingly light in view of the labour 
expended and the results achieved. 

Resolutions expressing cordial appreciation of the ser- 
vices of the Council, and thanking them for their support 
and assistance, have been passed at Public Meetings of the 
holders of the Debts of Spain, Portugal, Turkey, Colombia, 
Costa Rica, Ecuador, Guatemala, Nicaragua, Paraguay, 
Venezuela, etc. 
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THIRTY-FIRST ANNUAL REPORT 



OF THE 



CORPORATION OF FOREIGN 
BONDHOLDERS. 



As there appears to be a certain amount of misconception 
with regard to the objects for which the Corporation of 
Foreign Bondholders exists, and its method of working 
it has been thought desirable to prefix to this and to 
future Reports a short statement on the subject. 

The Council are glad to be able to state that during the 
past year considerable progress has been made in the 
settlement of several of the Debts with which the Corpora- 
tion has been called upon to deal. 

A satisfactory arrangement has been made 

ITUANA with the Brazilian Government for the 

RAILWAY. payment at par of the principal of the 

Ituana Debentures deposited with the 
Council, while the arrears of interest are also to be paid 
off at their full rate of 6 per cent, with compound interest 
reckoned up to 30th April last, equivalent, after providing 
for the expenses, to £128. 10s. per £100 Debenture. 
Seventy-five per cent of the total sum due has already 
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been remitted and distributed to the Bondholders, and the 
Brazilian Government have undertaken to discharge the 
remaining 25 per cent, on or before the 30th October 
next. 

The Committee are to be cordially congratulated on the 
successful result of their labours, extending over some ten 
years, whilst the thanks of all concerned are due to Lord 
Rothschild for his valuable assistance, and to Dr. Brand&o, 
the Agent of the Council at Rio, for his efficient represen- 
tation of the Bondholders' interests. 

The settlement of this troublesome question also reflects 
great credit on the Brazilian Government, who have given 
a solid proof of their desire to maintain the honour and 
good name of their country. 

After a default extending over five years, 
GUATEMALA, the Government of Guatemala, in July 
last, re-opened negotiations with the Com- 
mittee, with the result that an ad referendum Agreement 
has been entered into with Dr. Juan Padilla, the Agent of 
the Government. As soon as this Agreement has been 
approved by the Executive Government it will be sub- 
mitted to a General Meeting of the Bondholders. It is 
proposed that the whole of the interest in arrear and to 
mature up to 31st December, 1904, including the Certifi- 
cates issued in respect of 50 per cent, of the Coupons of 
31st December, 1898, and 30th June, 1899, shall be 
exchanged at par for New Bonds. The rate of interest on 
the Debt ia to be \\ per cent, for the first year, 2 per cent, 
for the second year, and 3 per cent, thereafter. The 
security offered for the due fulfilment of the Contract 
may afford some compensation for the reduction of interest 
to which the Bondholders are asked to consent. The 
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Committee did their utmost to obtain more favourable 
terms, but Dr. Padilla insisted that he had already ex- 
ceeded his instructions in the concessions he had made. 
The Committee were strongly of opinion (i) that if the 
financial condition of the Republic exhibited a marked 
change for the better in the future the Bondholders should 
participate in the improvement, and that the rate of 
interest should be increased to 4 per cent., as fixed by the 
previous Agreements, and also (2) that the interest accrued 
ott the Certificates issued in respect of the unpaid half of 
the Coupons in 1898-99 should be recognised and funded 
into New Bonds. The Committee did not, however, feel 
justified in upsetting the whole arrangement on account of 
these two points, and it was accordingly agreed that they 
should set forth their views with regard to them in a letter 
which Dr. Padilla has undertaken to lay before the 
Government with the recommendation that they should be 
included in the Agreement. The Council agree with the 
Committee that the Government of Guatemala, for the 
sake of their own credit, should have no hesitation in 
consenting to these demands, which are as reasonable as 
they are equitable. 

After long delays and wearisome negotia- 

NEW ZEALAND tions it was arranged in December last 

MIDLAND that the Government of New Zealand 

RAILWAY, should hand over £150,000 in 3^ per cent. 

Government Debentures. A further delay 
then took place, as a form of receipt was demanded to 
which the Council and Committee could not possibly 
agree. An understanding was at last arrived at, and in 
February the Debentures were handed over to the Receiver 
of the Railway in London. These Debentures were at 
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once sold at 98J, realising ;6i47,375, a °d ^e proceeds 
paid into Court. It was then hoped that an immediate 
distribution would be made to the Debenture-holders, but 
it was found that various accounts had still to be adjusted, 
and that a considerable time must elapse before every- 
thing could be settled. 

The Council therefore urged that application should be 
made to the Court to sanction an interim distribution. 
This was done, and the Court having granted the applica- 
tion, a sum of £7. 10s. per £100 Debentures is to be paid 
to the Debenture-holders on account. 

The Council regret that the New Zealand Government 
have not recognised the claims of the Debenture-holders in 
a liberal and equitable spirit, and believe that, in the long 
run, it would have been for their own pecuniary advantage 
to have acted more generously. 

The Committee have had a thankless task to perform, 
but they have, at any rate, succeeded in obtaining a con- 
siderable improvement in the terms of settlement originally 
offered by the Colonial Government. 

The negotiations conducted by Messrs. O. 

CEDULAS. Bemberg & Co. on behalf of the Pro- 
vincial Government were resumed towards 
the latter part of the past year, and resulted in the sig- 
nature, in October last, of an ad referendum Agreement 
between the Committee and the Executive Government 
of the Province. This Agreement was subject to (1) ap- 
proval by the Legislature of the Province before 15th 
January, 1904 ; (2) acceptance by a General Meeting 
of the Cedula-holders, to be convened by the Council 
in London ; (3) the formal adhesion of the holders of 60 
per cent, of the Cedulas. The necessary Law was passed 
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by the Provincial Chambers on 31st December, 1903, and 
the Law and Agreement were submitted to a General 
Meeting of the Cedula-holders on 17th March. The 
meeting was not largely attended, and on a show of hands 
there appeared a small majority against the acceptance 
of the proposals. 

The voting could not, however, be regarded as con- 
clusive, and a poll was demanded. The result of the poll 
was that holders of upwards of $23,000,000 of Cedulas de- 
clared themselves in favour of the Scheme, and holders of 
about $8,500,000 against its adoption. The Council, 
therefore, felt it their duty to invite the Bondholders to 
lodge their securities for stamping in formal assent to the 
Arrangement, and this is now being carried out, but in 
view of the fact that the Cedulas are scattered throughout 
so many countries, and are held by such a vast number of 
individuals, it is too early to say whether the 60 per cent, 
of assents will be duly obtained. 

Some opposition to the Scheme has been manifested in 
Buenos Ayres, but the Provincial Government have in- 
formed the Council that they do not attach importance 
to it. 

The Committee have done everything in their power to 
secure the best terms possible ; they have been for thirteen 
years actively engaged in endeavouring to effect an 
arrangement, and have been represented in Argentina by 
the eminent house of Messrs. E. Tornquist & Co. 

Disappointing as the terms offered undoubtedly are, it 
is for the Bondholders carefully to consider what hope or 
prospect there is of obtaining any improvement, and what 
the effect may be on the value of their securities if the 
present proposals fall to the ground. 
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The decision of the Arbitrators appointed 

SANTO to consider the case between the Govern- 

domingo. ments of the United States and Santo 

Domingo with reference to the claims of 
the San Domingo Improvement Company was rendered 
on the 14th July. The award is not only favourable to 
the claims of the Company, but provides security which 
should guarantee the fulfilment of its terms. 

It is hoped that a settlement with the holders of 
Dominican Bonds who have entrusted their interests to 
the Council may shortly be made. The delay has, of 
course, been trying, but the Council belicVe that the result 
will justify the recommendation of the Committee to the 
Bondholders in this country to abstain from sending in 
their Bonds for stamping under the Arrangement entered 
into with the French and Belgian holders in 1901. 

Although no definite settlement has yet 
VENEZUELA, been arrived at with the Venezuelan 

Government, it must not be supposed 
that the Council and Committee have failed to do every- 
thing in their power to bring about ^a arrangement. 
Negotiations have been proceeding for many months past 
with the Banque de Paris et des Pays-Bas for a unifica- 
tion of the various obligations of the Republic, and 
recently the bases of an agreement have been approved 
by the Government's Representative in Paris. There 
are, however, still difficulties to be surmounted and many 
details to be arranged before the Agreement can be re- 
garded as definitive. The Council and Committee are of 
opinion that the Unification Scheme proposed by the 
Banque de Paris offers the Bondholders some important 
advantages over a separate arrangement with each of the 
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different groups of creditors, and they therefore feel that 
some delay is justified in the hope that the project may 
eventually be carried through. 

The Agreement made in July, 1903, 
ECUADOR, between the Council and Committee and 
the Guayaquil and Quito Railway Com- 
pany was duly approved by the holders of 75 per 
cent, of the Special Series Bonds outstanding. The 
External Debt Bonds held as collateral security were 
accordingly handed over to the Government, and the 
Railway Company lodged the $250,000 of Railway Bonds 
of the ordinary issue in their place. Two half-yearly 
amortisations, in accordance with the provisions of the 
new Agreement, have taken place, and the amount of 
Special Series Bonds outstanding is now reduced to 
$468,000. 

These States have kept faith with the 

NICARAGUA, Bondholders during the past year. In 

PARAGUAY, the case of Nicaragua the whole of the 

SALVADOR. Arrear Coupon Certificates issued under 

the Arrangement of 1895 have now been 

redeemed, and consequently the sinking fund of 1 per 

cent will in future be solely applied to the redemption of 

the principal of the Debt. 

The price of Paraguay Bonds has steadily improved, and 
as it is difficult to obtain offers on the market for the 
sinking fund it will probably be desirable in future to 
call for tenders. 

The Salvador Railway appears to be making satisfactory 
progress, and it is hoped that if the improvement continues 
the earnings of the line may be sufficient to provide the 
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interest on the Debentures apart from the Government 
subsidy of £24,000 per annum. 

During the present year this Republic 
URUGUAY, has been involved in an unfortunate civil 
war. The 45 per cent, of the Customs 
Receipts assigned to the service of the Debt during the 
first six months of the present year shows a falling off of 
$464,565 as compared with the corresponding period 
in 1903. Notwithstanding this, the service of the Debt 
has been regularly and punctually carried out. 

It is deplorable that a country which a short time ago 
had such bright prospects before it should have relapsed 
into a condition of internal disorder, which naturally 
exercises a prejudicial effect on its credit and retards its 
development. 

This Republic has also continued to 
LIBERIA. faithfully fulfil its obligations. The 
sinking fund of 1 per cent, comes into 
operation on the 1st October next. 

When it is remembered that the price of Liberian Bonds 
for many years stood at a merely nominal figure, and that 
they are now quoted at 65, the Bondholders may be con- 
gratulated on the result obtained through the efforts of 
the Council and Committee on their behalf, whilst the 
Government of Liberia are entitled to all credit for the 
honourable manner in which they have carried out the 
Arrangement of 1898. 

In 1903 the net yield of the assigned 
GREECE. revenues not only exceeded the sum of 
50,000,000 dr. for the first time, but sur- 
passed the return obtained in 1902 by about 2,500,000 dr. 
Owing to the satisfactory progress shown by the receipts, 
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and the low rate of exchange which prevailed in 1903, the 
Commission were able to set aside a larger sum for increase 
of interest and amortisation than in any preceding year. 
The fall in the exchange has been continued in a marked 
degree during the present year, and fears have been ex- 
pressed as to a reaction from so rapid a decline in the 
gold premium. 

During the past year the balance of the Greek Railways 
Loan has been issued. The issue was a complete success 
which shows how greatly confidence in Greek credit has 
been increased of late years. The market price of the old 
External Loans has also recently shown a considerable 
improvement. These favourable results are undoubtedly 
a matter for congratulation, but it is much to be desired 
that their continuance should be assured by means of the 
legislative and administrative improvements advocated by 
the International Financial Commission. It is satisfactory 
to note that the present Government recently laid before 
the Legislature certain Bills dealing with some of the 
most urgent reforms, and it is to be hoped that although 
these measures were not carried in the recent Session, 
every effort will be made to pass them during the ensuing 
winter. 

The Government also introduced a Bill authorising the 
liquidation of the long outstanding claims on account 
of the expenditure incurred by the bodies who represented 
the Greek Bondholders during the lengthy negotiations 
which took place from 1894 to 1896. These negotiations 
involved much labour and expense, notably in connection 
with the sending of Delegates, at the invitation of the 
Greek Government, to Athens and Paris. The payment 
of the small amount asked for is a matter of elementary 
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justice, and it is to be regretted that the session of Parlia- 
ment has closed without the Bill being passed. 

The financial year 1903-4 marked a period 
TURKEY. of transition as regards matters connected 
with the Turkish Debt, the first half being 
under the old regime instituted by the Decree of Mouhar- 
rem, and the second half under the new conditions pre- 
scribed by the Decret-Annexe of 1/14 September, 1903, 
which provided for the Unification of the old Del t In 
view of this circumstance separate accounts were published 
by the Debt Council for each of the half-years, but, taking 
the results of the year as a whole, the Receipts from 
the Revenues administered by the Debt Council and from 
the Tobacco R6gie showed a very substantial and satis- 
factory increase of £T. 238,999 as compared with 1 902-3. 
Owing, however, to the fact that in 1902-3 the Bulgarian 
Government paid two years' arrears of the Eastern Rou- 
melian Annuity in addition to the annuity for that period, 
there was a decrease in 1903-4 under this head of 
£T. 228,039. The total increase in the Receipts for 1903-4 
was thus reduced to £T. 10,960. The Council are also glad 
to report that throughout the whole year the monthly 
payments by the Bulgarian Government on account of 
the Eastern Roumelian Annuity have been regularly 
maintained. 

It will be remembered that under Lord Alverstone's 
award the coupon on the Series Debt due 1/14 September, 
1903, became payable at £ instead of £ per cent. At 
the last moment the Turkish Government raised diffi- 
culties with regard to the payment being effected at the 
increased rate, on the ground that owing to the Unifica- 
tion having been arranged the award became ineffective. 
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In these circumstances the only recourse left to the Debt 
Council was to pay the coupon at £ per cent and give 
certificates of claim for the remaining £ per cent. The 
Council of Foreign Bondholders were of opinion that the 
position taken up by the Government was entirely unten- 
able, and they therefore addressed a strong protest to the 
Debt Council, with the result that the point at issue was 
settled in a satisfactory manner, and the additional distri- 
bution made after a slight delay. 

With regard to the Unification Scheme it may be 
recalled that the English Committee demanded the follow- 
ing modifications in the Draft Decree: — (i) The Turkish 
Government to guarantee the Debt Service ; (2) the rate 
of exchange for Series C to be raised to 42 £ ; (3) the repay- 
ment of sums taken from the Reserve Fund to form a first 
charge on subsequent surplus receipts ; (4) the period of 
prescription for Scries Bonds not presented for conversion 
to be extended to fifteen years. After lengthy negotia- 
tions the Turkish Government accepted the fourth con- 
dition in full and consented to the raising of the rate for 
Series C to 42, whilst a satisfactory compromise was 
effected concerning the repayments to the Reserve Fund. 
As regards the question of a guarantee, which the Com- 
mittee were most reluctant to forego, it was ultimately 
arranged that they should abandon their demand on the 
Government undertaking to introduce a revised Stamp 
Law. A detailed account of the negotiations, together 
with the text of the Decree in its final form, will be found 
in the Appendix. 

There can be little doubt that but for the action of the 
Council and Committee, who were ably seconded by Mr. 
Babington Smith, the Unification would have been carried 
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out on the terms originally proposed in the Draft Decree 
of 2nd June, 1903. The nature and value of the amend- 
ments which they were able to procure are fully dealt with 
in the Appendix. It need only, therefore, be pointed out 
here that they not only brought about a considerable im- 
provement in the rate of exchange for Series C, but also 
succeeded in obtaining modifications calculated to afford 
the Bondholders far more ample security than that offered 
by the Scheme when first put forward. 

The promulgation of the new Stamp Law has been 
somewhat delayed in spite of the continuous pressure 
maintained on the Porte by the Debt Council, but the 
Law was put in operation in the case of Ottoman subjects 
on the 1/14 July of the present year. The Porte has now 
promised to withdraw two clauses to which the Foreign 
Embassies at Constantinople objected as infringing the 
Treaty rights of foreigners residing in Turkey, and 
there is every probability that the Law will shortly 
be put in force as regards foreigners also. Whilst 
the results of the new Law may possibly not reach 
their full development at once, it seems probable that it 
will, in a comparatively short time, add a considerable sum 
to the product of the assigned Revenues. Moreover, the 
direct interest which the Turkish Government now pos- 
sesses in the yield of all the Revenues will doubtless tend 
to facilitate its enforcement. 

Mr. Babington Smith having, as stated in the Council's 
last Report, resigned his post on the Council of Adminis- 
tration, the Council of Foreign Bondholders, in virtue of 
the powors conferred upon them by the Decree of Mouhar- 
rem, appointed Mr. Adam Block, C.M.G., Secretary of 
Legation at the British Embassy at Constantinople, to 
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succeed him as representative of the British and Dutch 
holders of Turkish Bonds. Mr. Block's long experience 
of Turkey and Turkish affairs was felt to qualify him in 
an exceptional manner for the important office which he 
has been called upon to fill. 

At the end of June last the Council had 
COLOMBIA, reason to expect that they would shortly 

receive an offer from the Government of 
Colombia with regard to the payment of the interest in 
arrear on the External Debt. Negotiations are under- 
stood to be proceeding, but up to the date of this Report 
(30th July) no news has reached the Council that anything 
definite has been settled. 

It is to be hoped that General Reyes, the new President, 
will signalise his accession to office by taking immediate 
steps to restore the credit of his country. 

The Council have not failed to urge on the Governments 
of the United States and of Panama the claim of the 
Colombian Bondholders that Panama should assume a 
just and equitable share of the Colombian Debt. A 
meeting of the Bondholders was convened by the Council 
in April last, when Resolutions were passed formally re- 
cording this claim, and requesting the good offices of the 
Governments of Great Britain and the United States. It 
is to be hoped that an understanding may be arrived 
at honourable to Panama and satisfactory to the Bond- 
holders. 

The Costa Rica Government having failed 
COSTA RICA, even to comply with the conditions which 

they themselves had proposed, viz., that 
the service of the Debt should be suspended for two 
years, and payments recommenced from April, 1903, the 
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Committee felt that action on their part could not longer 
be postponed. 

The Government were accordingly informed that it was 
intended to call a Public Meeting of the Bondholders 
unless an immediate settlement was made, but their only- 
reply was to request a further delay until 30th June, 1904. 
The Committee's answer to this was that, pending the con- 
clusion of a definitive Agreement, monthly remittances 
should be made on account, but it is perhaps superfluous 
to say that the Government, though lavish with promises, 
were not disposed to part with any cash. The Meeting 
accordingly took place, and resolutions were unanimously 
passed protesting against the continued default, and 
formally recording the resumption by the Bondholders of 
their full rights under the Arrangement of 1885. It only 
remains to add that the 30th of June has passed, and no 
settlement has ever been proposed by Costa Rica. 

The conduct of the Costa Rica Government in leaving 
its External Debt year after year in total default while 
regularly paying its Internal Obligations is deserving of 
the severest condemnation. 

In the Appendix to the Report will be 

HONDURAS, found a detailed account of the negotia- 
tions which were carried on in the early 
part of the present year between Dr. Ugarte, the Agent of 
the Honduras Government, and the Committee. 

Bondholders will be able to judge from what took 
place in this case of the great difficulties which their 
representatives have to encounter. It never seems to 
occur to most of these defaulting Governments that no 
debts can be paid without some sort of sacrifice on the 
debtor's part, and that their most sacred duty is to 
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discharge their obligations to foreigners who have 
trusted them with their money. As regards Honduras, 
the Committee were prepared to recommend such 
exceptionally generous terms that little or no sacrifice 
would have been imposed on the country. When it is 
borne in mind that a tax of 6d. per annum per head of the 
present population of the Republic, gradually rising in 
twenty-one years to a maximum of is. per head, would pro- 
vide the sum it was proposed that Honduras should pay, it 
is incredible that such an offer should "have been rejected, 
and that the Government should prefer to enter on its 
thirty-first year of total and disreputable default. 



In accordance with the provisions of the Corporation of 
Foreign Bondholders Act, seven members of the Council 
retired at the Second Quarterly Meeting of the Council 
held in April last. The vacancies were filled as follows : — 

Mr. C. Surgey and Mr. W. Trotter were re-elected by 
the Central Association of. Bankers. 

The Rt. Hon. Sir E. Thornton and Sir H. W. Tyler, by 
the London Chamber of Commerce. 

Mr. J. W. Philipps, His Honour Judge Sir Thomas 
Snagge, and General Sir Luther Vaughan, K.C.B., by the 
Council. 

The Rt. Hon. Lord Avebury and the Hon. Sir C. W. 
Fremantie were re-elected President and Vice-President 
of the Council respectively. 



The sixth redemption of the Certificates of Permanent 
Membership in the Corporation, as provided by the Act, 
was held in May, 1904. The sum applied to this purpose 
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was £2,037. 4s. 3d. Twenty-nine tenders were accepted, 
the highest price being £75, and the average about 
£70. 4s. 1 id. 



The Council desire to express their thanks for valuable 
contributions to their Library, received, in many cases, from 
foreign Governments or their representatives. Statistical 
and other data have been received regarding the Argentine 
Republic, Brazil, Bavaria, Canada, Colombia, Costa Rica, 
Ecuador, Egypt, France, Greece, Guatemala, Honduras, 
Luxembourg, Mexico, New South Wales, Nicaragua, 
Paraguay, Portugal, Salvador, Turkey, the United States, 
Uruguay, and Venezuela.* The additions to the Library 
during the year numbered 219. 

AVEBURY, President. 

JAMES P. COOPER, Secretary. 

loth July, 1904. 
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APPENDIX TO REPORT. 



> ♦ « 



ARGENTINA. 
External Debt. 



I. — Loans originally issued by the National Government. 




Original 
Amount. 


Outstanding 
30th July, 1904. 


Six per Cent. Buenos Ayrcs Loan, \ 
1824 / 

Six per Cent. Railway Loan, 1 881 

Five per Cent. Loan, 1884 

Five per Cent. Loan, 1886-7 ... 

Northern Central Railway Ex- 
tensions Five per Cent. Mort- 
gage Bonds, 1887-8-9 

Five per Cent. Treasury Conver- 
sion Bonds, 1887 

Five per Cent. Banco Nacional, 
1887 (German) Loan 

Four and a-Half per Cent. In- 
ternal Gold Loan, 1888 

Four and a-Half per Cent. Con- 
version Loan, 1889 

Three and a- Half per Cent. Ex- 
ternal Sterling Bonds, 1889... 

Northern Central Railway Five 
per Cent. Bonds, 1890 (Second 
Issue) 

Six per Cent. Funding Loanl 
of 1891 J 

Port of Buenos Ayres Five per 
Cent Debentures, 1892, 1899 
and 1903 ... 

Buenos Ayres Water Supply ) 
and Drainage Works, 1892, > 
Five per Cent. Bonds ) 


£ 
1,000,000 

2,450,000 
1,714,200 
8,333>ooo 

3,968,200 
624,000 
2,058,200 
3<953-9oo 
5,290,000 
2,659,500 

2,976,000 
♦7,630,680 

2,000,000 
6,324400 


£ 

j Extinguished in 

\ January, 1904. 

162,240 

1.359,900 

7,191,700 

3,58o,900 
554ii5o 
1,795,340 
3,538»8oo 
4,787,460 
2,226,720 

2,730,180 
7,337,980 

1,909,700 
6,053,840 

43,228,910 
I Extinguished in 
) November, 1903 


Six per Cent Advance Certifi- \ 
catesof 1902 / 


50,982,080 
1,500,000 


Total 


52,482,080 


43,228,910 



• Amount authorised, £14, 880,000. 
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II. — Loans issued by the National Government in settlement of 
Provincial and Municipal Debts and Railway Guarantees. 



(«) Four per Cent. Argentine j 

Railway Guarantees Rescis- > 

sion Bonds, 1896 and 1809 I 
(6) Four per Cent. Bonds (1897, ' 

Law 3,378) 

(c) Four per Cent. Bonds (Laws | 

3,655 and 3,750) 
{d) Fourper Cent. Bords(i8o9, I 

Law 3,378) 1 

{e) Four per Cent. Bonds ( 1900, 1 

Laws 3,378 and 3,783) 1 

(/) Four per Cent. Bonds (Law] 

3,886) I 

Qf) Fourper Cent. Bonds (Law | 

3078) j 

(A) Four per Cent. Bonds (Law | 

3,378), English portion j 

Four per Cent. Bonds' ( Law | 

3> 378)i French portion J 

(1) Four per Cent. Bonds (Law I 

3,378) r 

(J) Four per Cent. Bonds (Law \ 
3,378) J 

(«) Four per Cent. Bonds (Law ) 
3,378) I 

(/) Four per Cent. Bonds (Law \ 
3,378) J 

(w) Four per Cent. Bonds (Law ) 



3,378) 



Total 



Original 
Amount. 



£ 
11,607,100 

6,746,032 

i,S27,778 

3,035,736 

2,828,515 

967,200 

661,160 

1,021,302 

1,161,237 

474,285 

328,571 

131,794 

665,974 

724,206 



31,880,890 



Outstanding, 
30th July, 1904. 



£ 
9,881,000 

6, 575,65 1 
1,488,778 
2,958,146 
2,828,515 

1,586,800 

995,202 



3,441,820 



29,755,912 



(a) Created for settlement of National Railway Guarantees in arrear. 

(*) to (m) Created for the settlement of the following Provincial and Municipal Obliga- 
tions, vix. : - (£) Province of Buenos Ayres ; (c) City of Buenos Ayren : (</) Province of Santa, 
Fe ; U) Province of Entie Rios : (/) Santa Fe Railways : (jg) Province of Tucuman ; 
(A) Province of Cordoba : (/) Province of Caumarca ; (/) Province of San Juan ; (A) Pro- 
vince of San Luis ; (/) Province of Corrientes ; («•) Province of Mendoxa. 



Digitized by VjOOQ IC 



[Argentina. 



III. — *Cedulas of the National Mortgage Bank. 




Original 


Outstanding 




Amount. 


30th April, 1904. 


£ 


£ 


Gold Series A 


3,968,254 


2,898,125 


Currency Series A 


',746,053 


471,949 


„ B 


1,309,539 


505.657 


„ c 


1,309,539 


450,298 


» D 


',746,053 


781,406 


., E 


1,746,053 


945,531 


„ F 


1,309,539 


907,659 


M G 


573.027 


528,967 


„ H 

Total 


4,645,766 


4,135,753 


18,653,823 


",625,345 



• These figures are derived from the balance-fheet of the Bank for 30th April, 1904. 
The Gold Series is converted into Sterling at $5*04 to the £ : the Currency Series at the 
same rate, with premium on Gold at 127*27 per cent, (ihe official rate fixed by the Conversion 
Law of 1899) added. 



SUMMARY. 



I. Original Loans 

II. Provincial and other Obli- 
gations assumed ... 
III. National Cedulas ... 

Total 


Original Amount. 


Amount 
Outstanding. 


£ 
52,482,080 

31,880,890 
18,653,823 


£ 
43,228,910 

29,755,9" 
11,625,345 


103,016,793 


84,610,167 
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Argentine Committee. 



Right Hon. Lord Avcbury, Chair- 
man. 
L. J. Baker, Esq. 
S. C. Boulter, Esq. 
Hon. Sir C. W Fremantle, K.C.B. 
E. Johnstone, Esq. 



R. B. Manin, Esq., M.P. 
W. Morrison. Esq. 
W. Trotter, Esq. 

Secretary. 
James P. Cooper, Esq. 



^vrea ••• ••• ••• ••• ■•• 

Population (1902) 

Capital, Buenos Ayres. Population 
(1902) 

♦External Debt, per head 

President elect 

British Minister at Buenos Ayres ... 

Envoy Extraordinary and Minister 
Plenipotentiary of the Argentine 
Republic for Great Britain 



1,212,600 square miles. 
5,022,000. 



865,000. 
;£i6. 16s. 



nd. 



Dr. Don Manuel Quintana. 
W. H. D. Haggard, Esq., 
C.B. 



Don Florencio L. Domin- 

guez. 



History of the Foreign Debt (National). 

1824. — Six per Cent. Loan. Raised in London by the Province of 
Buenos Ayres. Amount, ;£ 1,000,000 at 85 per cent. Accumu- 
lative Sinking Fund, J per cent. Default made in 1830. 
Recognised as a National Loan in 1880. Extinguished 
in January, 1904. 

1857. — Three per Cent. Arrears. The arrears of interest on the pre- 
ceding Loan, amounting to / 1,64 1,000, were converted into a 
separate Stock, bearing 1 per cent, interest till 1865, 2 per 
cent, from 1865 to 1870, and 3 per cent, thenceforwards till 
extinction in July, 1891. 

1863.— Six per Cent. Internal Bonds (Hard Dollars). Issued in 1863 

* It must be borne in mind that, although the National Government has assumed 
responsibility for most of the Provincial Debts, the Provinces are required to contribute 
towards the payment of the service of the Pour per Cent. National Bonds issued in respect 
of the old Provincial Obligations, except in cases like that of the Province of Santa Fe, 
where the whole of the Provincial Debts were secured by Argentine Four and a-Half per 
Cent. Internal Gold Bonds held by the Provincial Banks as guarantee for their Note issue*. 
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in Buenos Ayres, and introduced on the English market in 1872 
and 1874 by Messrs. Stern Bros, at a fixed exchange of 49d. 
to the dollar. Sinking Fund, 1 per cent, applied quarterly, 
by tender. In 1889 these Bonds were converted into new 
Three and a- Half per Cent. External Sterling Bonds. 

1866-8.— Six per Cent. Loan. Amount, ;£2, 500,000, to meet expenses 
of the Paraguayan War. Two issues by Messrs. Baring Bros. 
& Co. at 75 and 72 J per cent, respectively. Original Sinking 
Fund 1 per cent., subsequently increased to 2 J per cent. 
Loan extinguished in 1889. 

1870. — Buenos Ayres Six per Cent. State Loan. Amount £ 1,034,700. 
Issued by Messrs. C. de Murrieta & Co. at 88 per cent. 
Accumulative Sinking Fund 1 per cent. Product of Loan to 
be devoted to works of public industry. This Loan was 
recognised as a national obligation in 1880. The outstand- 
ing balance was converted in 1889 into the Four and 
a- Half per Cent. Conversion Loan. 

1871. — Six per Cent. Public Works Loan. ^6,122,400 Stock. Issued 
by Messrs. C. de Murrieta & Co. at 88 J per cent. Redeem- 
able by 2$ per cent. Sinking Fund. The object of this Loan 
was to provide funds for the completion of the Villa Nueva 
to Rio Cuarto Railway, the extension of the line from Cordova 
to Tucuman, and the construction of a Port and Customs 
Houses at Buenos Ayres and Rosario. The outstanding 
balance of this Loan was converted in 1889 into the Four 
and a- Half per Cent. Conversion Loan. 

1872-4. — In these years Messrs. Stern Bros, introduced into the London 
market the following amounts of the Six per Cent. Internal 
Hard Dollar Bonds of 1863, viz. : ^1,225,000 at 76 per cent, 
in 1872, and ,£357,863 at 80 per cent, in 1874. Converted 
into Three and a-Half per Cent. External Sterling Bonds of 
1889. 

1873. — Buenos Ayres Six per Cent. Loan. Amount, ^2,040,800. 
Issued by Messrs. Baring Bros. & Co. in 1873 at 89$ per 
cent. Accumulative Sinking Fund, 1 per cent. Recognised 
by Federal Government in 1880. The outstanding balance 
of this Loan was converted in 1889 into the Four and a-Half 
per Cent. Conversion Loan. 

1876. — Nine per Cent Treasury Bonds. Amount, $6,000,000. These 
were not offered for subscription in London, but were subse- 
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quently introduced on the London market by Messrs. Stern 
Bros. The Bonds were originally redeemable by tender. 
They were ultimately converted into External Debt under 
the Treasury Conversion Bonds issue of 1887. 

1 88 1. — Six per Cent. Railway Loan. Amount, ^2,450,000. Issued by 
Messrs. C. de Murrieta & Co. in London, and Messrs. L. and 
R. Cahen d' An vers & Co. in Paris at 91 per cent. Accumu- 
lative Sinking Fund, 1 per cent. Its object was to enable 
the Government to carry out the extensions of the Central 
Northern and Andine Railways, and the Bonds were guar- 
anteed by the income of these lines. 

The greater part (^1,540,120) of this Loan was in 1889 
converted into Five per Cent. Debenture Stock of the Cordoba 
Central Railway Company. The value of the remaining 
Bonds not converted (,£690,680) was to be deposited in the 
Bank of England in the name of Messrs. C. de Murrieta & 
Co., and temporarily invested in English or Argentine Ster- 
ling Securities, the funds thus deposited only to be with- 
drawn as and when required for the redemption of the 
capital of the 1881 Bonds not exchanged. The Bond- 
holders have not succeeded in obtaining possession of these 
funds, but accumulated interest thereon, to the amount of 
;£ 1 66,7 1 9 6s., appears to have been paid to the Government 
in 1899. 

1882— Six per Cent. Loan. Amount, ,£817,000. Issued by Messrs. 
Morton, Rose & Co., as Agents for a Paris house, at 92J per 
cent. Redeemable at par by 2 per cent. Accumulative Sink- 
ing Fund. The outstanding balance of this Loan was 
converted in 1889 into the Four and a-Half per Cent. 
Conversion Loan. 

1884. — Five per Cent. Loan. Amount, £ij 14,200. Issued at 84$ per 
cent, by Messrs. Baring Bros. & Co. Principal to be paid off 
by 1 per cent. Accumulative Sinking Fund. Object, to pay for 
60,000 shares in the National Bank, subscribed for by the 
Argentine Government. Secured specially on the dividends 
of these shares and generally on the revenues of the 
Republic. 

1886-7. — Five per Cent. Loan. Issued by Messrs. Baring Bros. & Co. 
and Messrs. J. S. Morgan & Co. in two instalments, viz. : — 
^4,000,000 in 1886, at 80 per cent., and ^4,290,100 in 1887, 
at 85J per cent. Redeemable by 1 per cent. Accumulative 
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Sinking Fund. Secured specially on Customs Duties, which 
were to be paid each month into the National Bank, the Bank 
to remit monthly to the Agents the amount necessary for the 
service of the Loan. 

1887. — Five per Cent. Banco Nacional (German) Loan. Amount, 
.£2,058,200. These Bonds are held on the Continent, and 
not quoted in London. Accumulative Sinking Fund of 
i per cent. 

1887-8-9.— Northern Central Railway Extensions Five per Cent. Go- 
vernment Mortgage Bonds, First Issue. Amount, ^3,968,200. 
Messrs. C. de Murrieta& Co. issued^ 1,300,000 in 1887 at 91$ 
per cent., £ 1,500,000 in 1888 at 94 percent, and ;£ 1,1 68,200 in 
1889 at 97 per cent. The Bonds are specially secured on the 
Railway Extensions, for the construction of which the Loan 
was raised, and are redeemable by 1 per cent. Accumulative 
Sinking Fund. 

1887. — Five per Cent Treasury Conversion Bonds. The object of 
1 he Loan was the Conversion of the $3,582,315 outstanding 
Nine per Cent. Internal Treasury Bonds of 1876, of which 
$3,044,100 were exchanged for ,£624,000 of the New Bonds. 
The Loan was issued by Messrs. C. de Murrieta & Co. at 
the rate of /20. 10s. of the Conversion Bonds for every $100 
of Nine per Cent. Treasury Bonds. Secured on the general 
revenues of the Republic. Principal redeemable by 1 per 
cent Accumulative Sinking Fund. 

1888. — Four and a-Half per Cent. Internal Gold Loan. Authorised 
amount, $19,868,500. Amount offered for subscription, 
$19,667,900 (^3,933,580), the balance, $200,600, having been 
paid on account of Sinking Fund before the issue of the 
Loan by Messrs. Baring Bros. & Co. Issue price, 87 per 
cent. Its object was to replace the Five per Cent Bonds 
issued to the Provincial Bank of Buenos Ayres for repay- 
ment of advances and to the Provincial Government of 
Buenos Ayres for expenses incurred in various objects of 
public utility when the City was made the Federal Capital. 
Bonds redeemable at par by 1 per cent. Accumulative 
Sinking Fund. 

1889. — Four and a-Half per Cent. Conversion Loan. Original 
amount of Loan, ^5,290,000, of which ^26,440 was drawn 
before issue. The actual amount issued was, therefore, 
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£Si 2 ^S^°* Issued by Messrs. Baring Bros. & Co. and 
Messrs. C. de Murrieta & Co. at 90 per cent, for the pur- 
pose of repaying the Six per Cent. Bonds of 1871 and 1882, 
and the Buenos Ayres Six per Cent. Bonds of 1870 and 1873. 
Redeemable by 1 per cent. Accumulative Sinking Fund. 

1889. — Three and a-Half per Cent. External Sterling Bonds. Issued 
by Messrs. Stern Bros, in exchange for the outstanding Six 
per Cent. Internal (Hard Dollar) Bonds of 1863 and 1872. 
Rate ^20. 10s. of the New, to every $100 Old Bonds. 
«£ 2 >659,5oo were given in exchange for $12,973,200 of the 
Internal Bonds. Secured on the general revenues of the 
Republic. Redeemable by 1 per cent. Accumulative 
Sinking Fund by drawings at par, or by tender if under par. 

189a — Northern Central Railway Bonds (2nd Issue). (Lucas 
Gonzales Bonds) ^2,976,000, bearing 5 per cent, interest, 

• and 1 per cent. Sinking Fund. These Bonds were not 

issued to the Public until 1903 (see below), but were used 
as cover for temporary loans. 

1 890- 1. — Owing to the critical condition of the finances of the 
Republic, a Committee was appointed, under the auspices 
of the Bank of England, in November, 1890, to examine 
and report upon the National indebtedness. In the course 
of their report the Committee made certain recommenda- 
tions for dealing with the situation, to which effect was 
given by a Law of the Argentine Congress of 23rd January, 
1 891, under which the Coupons and Drawn Bonds of the 
National External Loans falling due between the date of the 
Law and 1st January, 1894 (with the exception of the Five 
per Cent. Loan of 1886-7, the service of which was to be 
continued in cash) were to be exchanged for Bonds of a Six 
per Cent. Funding Loan, the particulars of which were as 
follows : — 

Amount authorised, £ 14,880,000 (afterwards limited to 
^7*630,680, the whole of which has been issued). Specially 
secured upon the Customs Receipts, subject to the charges 
of the 1886-7 Loan. Service to be remitted monthly to 
London by the National Bank. Coupons receivable for 
Customs Duties during the year of their currency. Pro- 
ceeds to be applied exclusively to the service of all 
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External Loans or Obligations contracted by the Nation 
or (under conditions of the Law of 23rd January, 1891) 
about to be contracted. It was laid down that, during the 
years that the External Loan Service was made by these 
Bonds, no fresh Loans or Guarantees should be contracted, 
and that the surplus of the revenue should be applied to the 
annual withdrawal from circulation of $15,000,000 currency, 
and to a Reserve Fund for the amortisation of this Loan. 
Redeemable by 1921. 

1892. — Port of Buenos Ayres Five per Cent. Debentures.— Amount 
authorised, ,£2,000,000. Bonds to the amount of ;£ 1,384,700 
were issued by the Argentine Government to the Con- 
cessionaire of the Port Works in lieu of cash and as security 
for work done. Secured by first charges on the Port Works, 
on the revenue produced by them, and on the reclaimed 
lands and product of these lands when sold. Redeemable 
by 1 per cent. Accumulative Sinking Fund (see 1899 below). 

1892. — Buenos Ayres Water Supply and Drainage Works Five per 
Cent. Bonds. Issued by Government on rescission of the 
original contract, under which rescission the Company 
surrendered to the Government the work already com- 
pleted, and bound itself to finish certain other work, 
the Government giving to the Company ^6,324,400 
5 per cent. Bonds secured upon these works and their 
revenue. The Company was in 1893 released by Govern- 
ment from its obligations, and its place was taken by Mr. J. B. 
Medici, who undertook the contract. The Loan is redeem- 
able by a 1 per cent. Accumulative Sinking Fund. 

1893. — In November, 1892, Senor Romero, the Minister of Finance, 
announced that the financial position of the Argentine 
Treasury would not, at the expiration of the Moratorium in 
January, 1894, permit of the payment in full of the Foreign 
Obligations contracted by the Republic. An Arrangement, 
known as the "Romero" Arrangement, was effected, in 
July, 1893, between the National Government and the Bond- 
holders (these latter represented by a Committee appointed 
ad hoc, of which Lord Rothschild was Chairman). 
The chief provisions of the Arrangement were : — 
The sum of ;£ 1,565,000 to be remitted for fi\t, years, from 
C 
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12th July, 1893, to 12th July, 1898, to be applied to the pay- 
ment of interest on the fourteen National External Loans 
then outstanding at the following rates : — 
4 per cent, on the Five per Cent. Loan of 1886-7. 

4 per cent, on the Five per Cent. Waterworks Loan 
of 1892. 

5 per cent, on the Six per Cent. Funding Loan of 1891. 

60 per cent, of the full amount on the remaining eleven 
Loans, viz., the Six per Cent. Railway Loan of 1881, the Six 
per Cent. Buenos Ayres Loan of 1824, the Five per Cent. 
Loan of 1884, the Five per Cent. North Central Railway 
Extension Loan (two issues), the Five per Cent. Treasury 
Conversion Loan of 1887, the Five per Cent. Banco 
Nacional (German) Loan of 1887, the Five per Cent. Buenos 
Ayres Port Loan, the Four and a-Half per Cent. Internal 
Loan, 1888 (quoted in London), the Four and a-Half per 
Cent. Sterling External Conversion Loan, and the Three and 
a-Half per Cent. External Conversion Loan. 

From 12th July, 1898, to 12th July, 1899, the full interest 
on all the Loans to be remitted, to be applied, during that 
year, as follows : — 

Five per Cent, (or full interest) on the 1886-7 Loan. 

The remaining thirteen Loans to receive interest at the 
same rate as in the previous five years as above. 

The surplus to be devoted, first, to recoup to the holders 
of the 1886-7 Loan the interest (1 per cent.) deducted during 
the five years from 1893 to 1898, and the balance remaining 
unappropriated towards repayment to the holders of the 
Six per Cent. Funding Loan of the interest deducted 
(1 per cent.) during the same period (see below). 

From 1 2th July, 1899, to 12th January, 1901, the full 
interest on all the Loans to be paid, and after 12th January, 
1901, the full interest and Sinking Fund to be resumed. 

[Note. — The resumption of full payment of interest under 
the Arrangement was anticipated by one year — see below.] 

1896-9.— Four per Cent. (Railway Guarantees Rescission) Bonds. 
Authorised by the Laws of 14th January, 1896, and 
9th January, 1899, to settle the claims arising out of the 
National Railway Guarantees, and to purchase two of 
the Guaranteed Lines. A total amount of ^11,607,100 
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of Bonds has been issued. There is a cumulative Sink- 
ing Fund of i per cent applicable by drawing or tender, 
and it is provided that the Bonds are to be exchange- 
able for Unified Bonds when such are issued. When all 
the Companies holding guarantees have been settled 
with, the balance of Bonds is to be used to complete 
the Central Northern and other Railways owned by the 
Government. 

1897-9. — In an Executive Decree of 27th March, 1897, the Argentine 
Government announced its intention to anticipate by one 
year the dates at which, under the " Romero" Arrangement of 
1893, full interest was to be resumed on the Loans included 
therein. The operation of this Decree commenced in 1898 
and was completed in 1899. 

1 898. — The Certificates representing the 1 per cent, deferred interest 
* on the Five per Cent. Loan of 1886-7 and the Six per Cent. 
Funding Loan of 1891 were redeemed in this year, the former 
at 100 and the latter at 83 per cent, of their face value. 

1897-1900. — Four per Cent. (Provincial and Municipal Debts) Bonds, 
issued in respect of the arrangements made between the 
various Provinces and Municipalities and their creditors. 
These Bonds bear 4 per cent, interest, payable in April and 
October, and i per cent, accumulative Sinking Fund, appli- 
cable by drawings or by purchase when below par. The 
latter commences in 1901, wiih the exception of Entre Rios, 
in which case it does not commence till 1905. In the event 
of any unification of the National Debt, these Bonds are to 
be exchangeable into the Unified Bonds. 

The following issues have been authorised : — 

1897. — Province of Buenos Ayres.— Original amount, 
$34,000,000 (,£6,746,032 sterling). These Bonds are in 
sterling (payable also in Germany, in marks, at a fixed 
exchange). The Province undertakes to pay the whole 
service on them to the National Government, and assigns 
to it, as security, 30 per cent, gross of the taxes on stamped 
paper and " guias " ; 40 per cent, of the duty on patents ; 
30 per cent, of the " contribucion directa," and, specially, 
the works, lands, and appurtenances of the La Plata Port : 
C 2 
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any surplus realised may be applied to extraordinary 
amortisation. Power is reserved to the National Govern- 
ment to take over the La Plata Port at an agreed valuation 
in case of default by the Province. The sums thus 
payable and the guarantees thus given for the payment 
thereof are to be considered as specially affected to the 
service of the Bonds, and cannot in any case be applied 
by the National Government to the service of any other 
Debt or payment whatsoever. 

1898. — City of Buenos Ayres. — This issue was made to 
cancel the obligations contracted by the City of Buenos 
Ayres and the National Bank towards the holders of the 
Buenos Ayres Municipal Loan of 1884-8. Original amount, 
j£i, 527,778. No special securities are assigned by the 
Province to the National Government, but the whole of 
the service is undertaken by the National Bank. 

1899. — Province of Santa Fe\ — Original amount, 
$15,300,109.82 gold (^3»°35»736 sterling). No special 
securities are assigned by the Province to the National 
Government. 

1899. — Province of Entre Rios. — Original amount, 
$14,255,715 (^2,828,515 sterling). 

During the five years 1900 to 1904, the Province binds 
itself to contribute $470,000 gold in annual amounts rising 
from $30,000 to $200,000 towards the interest on the Four per 
Cent. National Bonds, and, from 1905, $256,103 per annum. 
The Sinking Fund in this case commences in 1905. 
1899. — Province of Santa Fe* (Conversion of Railway 
Loans). — Original amount, $4,874,688 (^967,200 sterling). 
Issued in connection with the settlement of the Loans of the 
Western and Central Colonies Railways of Santa Fe" and 
the Santa Fe" and Reconquista Railway. The Province 
binds itself to pay to the National Government $220,458 
gold per annum for the service of the National Bonds, the 
" contribucion directa " being assigned as special security 
for the payment undertaken. 

1 899. — Province of Tucuman. — Original amount, $3,332,2 50 
G£66 1,160 sterling). 

1 899- 1 900. — Province of Cordoba. — Original amount, 
Si 1,000,000 (^2,182,539 sterling). These Bonds are of 
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two classes. The first (amounting to $5,147,352, or 
;£ 1,021,30 1. us. 9d. sterling) is applicable to the English 
Loans of 1886 and 1887-8, and is in sterling at the exchange 
of 5*04i The second class (amounting to $5,852,648, or 
fr. 29,263,240) is applicable to the French Loan of 1888, 
and is in francs at the exchange of 5.00. The Province 
undertakes to pay the National Government certain annual 
sums rising from $200,000 Currency in 1900 to $1,000,000 
in 191 2, to be maintained at the latter figure until its debt 
to the National Government is extinguished. The Land 
Tax is specially assigned as security for these payments. 

The French Bonds are part of the $18,000,000 referred to- 
below. 

1899- 1900. — Provinces of Catamarca, San Juan, San 
Luis, Corrientes, and Mendoza.— For the settlement of the 
External Loans of these Provinces, and of the (French) 
Loan of 1888 of the Province of Cordoba, the service 
of all of which was domiciled on the Continent, an 
issue of National Four per Cent. Bonds to the amount of 
fr. 90,000,000 ($18,000,000 gold — of which $17,568,901.75 
appears to have been issued) was authorised under Law 
No. 3,378 of 8th August, 1896, in Bonds of fr. 500; pay- 
ments on account of Interest and Sinking Fund to be made 
in Paris, Brussels, and Antwerp — the former in Apri and 
October, and the latter (at J per cent, per annum) com- 
mencing in 1 90 1. 

1899. Port of Buenos Ayres 5 per Cent. Debentures. In this year 
the balance (viz., ^615,300) of the ^2,000,000 authorised in 
1892 (see above) was issued and, together with the unamort- 
ised Bonds of the original issue (viz., ^1,169,400) which the 
Concessionaires had handed over to the Government on 
payment in cash of the amount due to them, was deposited 
by the Government in London against an advance of 
^800,000. 

1900. — Six per Cent. Advance Certificates for ^2,000,000. Issued by 
the Government to pay off credits secured on Treasury Bills 
in Europe or Buenos Ayres. Interest payable 1st January 
and 1st July. Secured by the deposit with Messrs. Baring 
Bros. & Co. of Treasury Bills to the amount of ^2,060,000, 
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of Argentine Northern Central Railway Bonds (2nd Issue) 
for ,£2,863,680, and of Argentine Railway Guarantee 
Rescission Bonds for ,£892,000. Redeemable by 13 monthly 
instalments from 1st July, 1902, to 1st July, 1903 (both in- 
clusive). In July, 1902, the Government offered to redeem 
the whole of these Certificates outstanding after the amor- 
tisation due in that and the following month by (1) a cash 
payment which, added to the amounts thus amortised, 
would equal 25 per cent, of the original Advance, and (2) 
an issue of new Advance Certificates for the remaining 
75 per cent. (;£ 1,500,000). Under this offer .£1,166,437. 10s. 
were issued to the public. Interest on the new Certificates 
to run from 1st August and to be payable on 1st November, 
1902, and monthly thereafter ; a sinking fund of 4 per cent, 
per month on the amount of the Certificates to commence 
on 1 st November— the Government having the right to 
increase the fund after 1st October, 1903. Subject to the 
lien of the original Advance of 1900, the new Advance 
to be collaterally secured by : — 

(<?.) Treasury Bills for the amount of the new Certificates 
from time to time outstanding. 

(&.) Argentine Government Northern Central Railway Five 
per Cent. Bonds, Second Issue (Lucas Gonzales Bonds), 
to the nominal amount of ^2,076,960, of which £692,320 
may be released on 1st October, 1903. See below " 1903. — 
Northern Central Railway Bonds." 

(c.) Argentine Government Rescission Four per Cent. 
Bonds to the nominal amount of ^892,000. 

The Certificates were extinguished in November, 1903. 

1 90 1. — In accordance with the Romero Arrangement of 1893, the 
Sinking Funds on the Loans included therein were resumed 
in this year. 

1903.— Port of Buenos Ayres Five per Cent. Debentures. In this 
year the advance of £800,000, made to the Argentine 
Government in 1899 (see above) against a deposit of the 
then outstanding amount of these Bonds was paid off, and 
the £1,430,700 Debentures thus released were issued to the 
public at 89 per cent The prospectus of the Loan stated 
that an amount of £502,600 of these Debentures were 
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already in the hands of the public, making the total then 
in circulation £ 1,933,300. 

1903. — The Northern Central Railway Bonds (2nd Issue— see above, 
1890) which had been reduced to ^2,770,720 by the operation 
of the Sinking Fund, and were under deposit as collateral 
security for an advance made to the Government (see above, 
" 1900.— Six per cent. Advance Certificates ") were in this year 
offered to the public at 87 per cent., the outstanding Advance 
Certificates to be repaid from the proceeds on 1st November, 
1903. The Sinking Fund, of 1 per cent., can be increased 
at the option of the Government. The Bonds are the direct 
obligation of the Argentine Government, with a charge on 
the extensions of the Northern Central Railway as defined 
in the General Bond. 

1886-1904. — Cedulas of the National Mortgage Bank. These are Cer- 
tificates to bearer issued by the National Mortgage Bank, in 
lieu of cash, to borrowers on real estate. They were first 
issued in 1886, when $50,000,000 Currency were emitted in 
Cedulas, Series A, B, and C. In 1888 a second issue was 
made (Series D and E), of $40,000,000 Currency, and a 
Gold Series A, of $20,000,000 Gold. Series F amounting 
to $15,000,000 Currency, and Scries G, to $10,000,000, were 
issued from 1896 to 1899, and the issue of Series H com- 
menced in the last-named year, and is still proceeding. 
The Currency Series bear 7 per cent, and the Gold Series 
5 per cent, interest. Interest on the latter, from October, 
1891, to April, 1893, inclusive, was paid in Five per Cent. 
Internal Gold Bonds, which, with their Coupons, have since 
been redeemed in full. In October, 1893, cash payments 
were resumed. The principal is redeemable by a Sinking 
Fund not exceeding 2 per cent. These Cedulas are guaran- 
teed by the Nation. 



Report. 

The marked growth in the prosperity of Argentina 
referred to in last year's Report has since been fully main- 
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tained. In the course of his Message to Congress in May 
last, President Roca reviewed the progress of the National 
Finances during his Presidency, and, as will be seen from 
the extracts on page 47 of this Report, the results 
attained certainly appear to be remarkable. 

The present favourable condition of affairs is to a large 
extent based on the occurrence in succession of two 
bountiful harvests, and it is evident that the prosperity 
of an agricultural and pastoral country like Argentina is 
greatly dependent on climatic conditions. 

With regard to this matter, Mr. Harford, First Secretary 
to His Britannic Majesty's Legation at Buenos Ayres, in 
his recent report to the Foreign Office, speaking of the 
harvest of 1901-02, says : — 

Another unfavourable factor was the bad harvest of 1901-02, caused 
by drought, which in turn led to an industrial and commercial crisis 
and a general feeling of insecurity and want of confidence, and to 
heavy decreases in the receipts of the railway companies. 

In the same report, in referring to the present improved 
position of affairs, Mr. Harford remarks : — 

While testifying to the exceptionally favourable conditions in which 
the Argentine Republic finds itself placed at the beginning of 1904, 
it may be allowable, without being thought presumptuous, to point 
out that it will require more than one or two good harvests to put 
affairs, both public and private, on a really healthy and stable footing, 
and to liquidate past extravagance. 



Internal Debt. 

The latest available details of the Internal Debt are 
given in the following Table : — 
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INTERNAL DEBT on 31ST December, 1902. 



Loan. 


( Currency. 

27,693-40 

299,200.00 

13,299,000.00 

11, 563,300x0 

I3.565.5 00 - 00 
3,941,800.00 

5.736,500^0 
36,043,400.00 


$ Gold. 


Guaranteed Banks — Law of 3rd November, 
1887, No. 2216 

Payment of National Gold Cedulas — Law 
of 29th October, 1891, No. 2842 

Wars of Independence — Law of 2nd Septem- 
ber, 1881, No. 1100 

Brazilian Wars — Law of 30th June, 1884, 
No. 1418 

National Internal Loan — Law of 23rd June, 
1891, No. 2782 

Exchange of Shares of the Banco Nacional 
in liquidation — Law of 1 6th October, 18^1, 
No. 2841 

Cancellation of Floating Debts — Laws of 5th 
January, 1894. No. 3059: 1st October, 
1895, No. 3282 ; 5th October. 1896 No. 
3420, and 29th October, 1898, No. 37 18, 
Loan to Province of Tucuman and Exten- 
sion of National Railways 

Extinction of Locusts — Laws of 7th August, 

1897, No. 3490, and 23rd November, 1897, 
No. 3656 

Cancellation of Debt of National Council of 
Education — Law of 15th January, 1898, 
No. 3683 

Popular Internal Loan — Law of 17th May, 

1898, No. 3684 


15,908,900.00* 
797,6oo.oot 


Total 


84,476,393-40 


16706,50000 



* Of this amount no service- is paid on $12,698,400, which consists of public funds trans- 
ferred to the Banco Nacional in liquidation by the Provincial Banks of Salta, La Rioja and 
Santiago del Estero and the Banco Buenos Aires. 

t The service of this Loan is at the charge of the National Mortgage Bank. 



Revenue and Expenditure. 

In the annexed Table are shown the official returns of 
Revenue and Expenditure for 1902, and the Estimates for 
1903 and 1904 in detail. In the case of the official returns 
of Revenue and Expenditure for 1903, only the totals of 
the former (which are taken from the President's Message) 
are available. 
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Revenue. 



Gold Items. 
Ordinary R eve nut. 

Import Duties 

Do. Da additional .. 

Export Duties 

Storage, etc 

Lighthouses, etc 

Health Visit 

Ports, Moles, etc 

Cranes 

Consular Dues 

Statistics, etc. 

Fines, etc 

Interest on Securities 

Province of Buenos Ayres (Service 

of its Debt) 

Banco Nacional 

Province of Entre Rios (Quota of 

Service of Debt) 

Santa Fe* Railways (Service of 

Debt) 

Sale of War Ships 



Total Gold 

Currency Items. 
Ordinmry Revenue. 

Alcohol 

Tobacco 
Natural Wines 

Sugar 

Matches 

Beer 

Insurance Societies 
Playing Cards 
Artificial Drinks 
Health Works 

Land Tax 

Licences 

Stamped Paper 

Traction 

Post Office 

Te'egraphs 

Yerbales 

Sale and Lease of Lands . . 

Fines, etc 

Railways 

Health Tax 

Registry tf Properties, etc. 
Interest of Bonds (Banco Nacional) 
Province of Cordoba 
Matriculation and Examination 
Fees 



Total Currency . 
Total Gold and Currency items 
reduced to Sterling 



Official 

Returns, 

190a. 



Estimates, 
1003. 



$Gold. 

26,800,694 

4,263,060 

«,7i 1,740 

x. 155.687 

199,655 

38,581 

977.558 

209,418 

988,117 

260,140 

3«>.3o6 

x 1X36,348 

x»53',939 
346,9X5 

70,000 

2 19,6a 1 



$Gold. 

32,000,000 

4,000,000 

3,coo,ooo 

1,300,000 

210,000 

40,000 

950.000 

220,000 

260,000 

300,000 

30,000 

1,485,000 

x, 537.650 
348,232 



Official 

Returns, 

1903. 



$Gold 



Estimates, 
1904. 



40,238,779 46,021,339 



$ Currency. 

12 027,166 

10,844,443 

3,38o,75X 

1,782,524 

3,124,737 

1,258,255 

313.655 

86,875 

x 5,937 

5.460,881 

x,975,878 

1,975-980 

6,188,392 

i7<M42 

4,186,988 

1,3x7.089 

60,364 

509.946 

668,236 

4,4X4,7X9 

73,750 
399,000 
200,000 

86,114 



% Currency. 
13,000,000 
ii,ooo,oco 
3,700,000 
3,000,000 
2,200,000 
1,300,000 
350,000 

IOO,COO 

50,000 
5,5co,ooo 
2,000,000 
2,000,000 
6,500.000 

180,000 

4,100,000 

1,350,000 

50,000 

1,600,000 

500,000 
4,450,000 



420,000 
200,000 



1 

3 

e 

& 



$ Gold. 

38,700,000 

1,800,000 

3,000,000 

1,300,000 

250,000 

40,000 

1,250,000 

230,000 

270,000 

330,000 

30,000 

440,000 

x,537,65o 
348,33a 



220,457 
3,000,000 



46,750,000 42,936,339 



$ Currency. 



t59,53x,»50* #63,650,000 



^13,181,048 £i4,489,55x 



$ Currency. 
13,000,000 
12,000,000 



3,000,000 

2,600,000 

1,500,000 

350,000 

100,000 

5,750,000 
2,100,000 
2,100,000 
6,500,000 

4CO.OOO 

4,700,000 

1,500,000 

70,000 

1/ 00,000 

6co,ooo 
5,300,000 

350,000 

420,000 
200,000 



$65,504,000 (#64,155,000 



£x4,994,397 |£x 4 ,i 19,948 



• The total Currency Revenue for 1902 was given in the official text of the President's 
Message of May, 1903, as $69,129,483 and was so inserted in the Council's Report for last 
year. It will be seen, however, that the total given in the above table, which, with the 
details shown, is taken from the Official Report of the Finance Department for 1903, is 
correct. No explanation of the discrepancy appears to have been published. 
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Expenditure. 



Gold Items. 

Ordinary Expenditure. 

Interior 

Foreign Office, etc 
Finance and Public Debt . . 
Public Works 

Marine 

Agriculture 

Extraordinary 



Special Laws and Decrees 



Total Gold 

Currency Items. 

Ordinary Expenditure. 

Congress 

Interior 

Foreign Office, etc 

Finance 

Public Debt 

Justice and Public Instruction 

War 

Marine 

Agriculture 

Public Works 
Pensions, etc 
Extraordinary 



Special Laws and Decrees 



Total Currency . . 



Official 

Returns, 

1902. 



# Gold. 



338,818 

24,273.609 

885,563 

•1.317 

12,000 

5,397.9i8 



Estimates, 
100* 



30,919,224 
10,720,766 



4i,639.99o 



$ Cutrency. 

2,498,584 
14.574,439 

1,633,364 
19,476,662 

12,787,653 
16,725,778 
10,920,672 

2,773,203 
10,733,920 

5,432,977 
816,471 

98,373,723 1 
5,661,339 



* Gold. 



314,181 
31,301,744 

I,TOO,000 
11,462 
I2,000 



32,739,387 



32,739.387 



$ Currency 

2,617,380 

14,561,148 

1,243,440 

f 7,738,401 

( 12,059,900 

13,131,281 

15,033,877 

9,194,684 

2,834,560 

9,929,945 

5,555,28o 



93,899,896 



! $104,035,062 J #93,899,896 



Total Gold and Currency Itemsi 
reduced to Sterling . . . . I 



^17,344,329 £14,693,618 



Official 

Returns, 

1903. 



tGold. 



I 



Estimates, 
1904. 



tGold. 

131,550 

351,381 

23,892,515 

1,200,000 

10,248 

12,000 



95,597,694 



25,597,694 



$ Currency. 



4 



$ Currency. 
2,763,920 
16,486,273 
i,"4,740 
8,540,980 
12,147,293 
15,423,825 
16,532,522 
9,822,660 
3,973,68o 
11,732,000 
5,639,256 



104,177,149 



_l_ 



.1104,177,149 



I 
£14,173,738 



In last year's Annual Report the Council drew attention 
to the fact that in the Budget for 1903 the additional 
Import Duties had been continued when the special 
reasons for their imposition had ceased to exist. It is 
satisfactory to notice that the 12 per cent, at which these 
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additional duties stood in the Estimates for 1903 has been 
reduced to 2 per cent in the Budget for 1904, the two 
5 per cent taxes having been abolished. As a partial set- 
off against the consequent loss to Revenue, Congress 
granted the Government the sum of $3,000,000 gold, which 
appears in the same Budget, and represents part of the 
,£1,500,000 received by the Government for the sale of 
the two cruisers built for them in Italy at the time of the 
difficulty with Chili. Receipts of this kind cannot, how- 
ever, be regarded as ordinary Revenue. The balance of 
£900,000 does not appear in the accounts, but is under- 
stood to have been placed on deposit at the Bank of 
England to be used as required for payment of coupons 
and other sums payable in Europe. 

It will be noticed that the tax on Natural Wines has 
been suppressed — this was done in order to assist the Wine 
industry. 



Estimated and Actual Revenue and Expenditure 
from 1893. 

In the following Table the Budget Estimates are com- 
pared with the actual Revenue and Expenditure for the 
last ten years. The returns from which these figures 
are obtained are, however, somewhat confusing, and they 
can only be regarded as approximate : — 
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Estimated 


Showing a 


Actual 


Showing a 


Revenue. 


Expemii- 
ture. 


Revenue. 


Expendi- 
ture. 


1893. 

Gold Premium 


£ 


£ 


£ 
Deficit of 


£ 


£ 


£ 
Deficit of 


«f 


8,383.85a 


8,666,971 


283,119 


7,592,881 


8,493,«i9 


900,338 


Gold Premium 






Surplus of 






Surplus of 


257. 


7.9«7,9oS 


7,105,431 


812,474 


6,995,940 


6,973,762 


22,178 


1895. 
Gold Premium 






Surplus of 






Deficit of 


250. 


7,565,016 


7,277,692 


287,324 


7,555,455 


9,479,305 


1,923,910 


1896. # 
Gold Premium 






Deficit of 






Deficit of 


195. 


9»95o.437 


10,200,800 


250,363 


8,677,135 


1 2,034,200 


3,357.o65 


1897. 
Gold Premium 






Surplus of 






Deficit of 


190. 


10,875,875 


10,557,601 


318,274 


10,223,042 


12.187,532 


1,964,490 


1898. 
Gold Premium 






Deficit of 






Deficit of 


i57. 


10,982,104 


",941,709 


959,605 


18,672,568 


24,044,245 


5,37i,677 


1890. # 
Gold Premium 






Surplus of 






Deficit of 


124. 


14,380,542 


14,207,091 


i73,45« 


14,503,140 


15,325,228 


822,088 


1000. 
Gold Premium 






Deficit of 






Deficit of 


•127. 


12,859,015 


12,966,109 


107,094 


12,956,092 


«3,8i4,536 


858,444 


xoot . 
Gold Premium 






Deficit of 






Deficit of 


•127. 


'3,976,928 


13.169,745 


192,817 


13,017,054 


14,060,771 


1,043,717 


1O02. 

Gold Premium 






Surplus of 






Deficit of 


•127. 


15,770,822 


15.582,292 


188,530 


13,181,048 


17,344,329 


4,163,28? 


X903. . 
Gold Premium 






Deficit of 








•127. 


M.480i55i 


14,693,618 


204,067 


14,994,397 






Gold Premium 






Deficit of 








•127. 


14,119,948 


»4,i73»738 


53.790 









Official Premium fixed by the Conversion Law of 1899. 
N.B.— Some of the above figures, which have been already given in the earlier Reports, 
have now been corrected from more recently published returns. 

According to the Report of the Finance Department for 
1899, there had been uninterrupted deficits since 1863. 
From the above Table, however, there appears to have been 
a small surplus in 1894; this may perhaps be accounted 
for by the fact that, in the Table, Currency is reduced to 
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Gold at the average premium for the year, while the actual 
returns would be based upon the rates ruling from time 
to time. 
The following Table gives the Revenue since 1883 : — 

REVENUE OF THE ARGENTINE REPUBLIC, 1883-1903. 



Year. 



Pre- 
mium on 

Gold, 
per cent. 



1883 
1884 
1885 
1886 
1887 
1888 
1889 
1890 
1891 
1892 
«*93 
1894 
X895 
1896 
1897 
1898 
1899 
1900 
1 901 
1902 
1903 



Average 

value 01*1 

in paper. 



At par 
do. 

43 

4« 

38 

50 

97 
»53 
277 
229 
224 

257 
250 

»95 
190 

157 
124 
127 
127 
127 
127 



Dollars. 
5.04 
504 
7.20 
7.10 
6-95 
756 
9.92 
12.75 
19.00 
16.58 
16.32 
17.85 
17.50 
14.86 
14,61 
"•95 
ii. 29 
ix.44 
11.44 
11.44 
11.44 



Paper Revenue in 

Dollars and Sterling 

approximately. 



Dollars 
30,050,000 = 
37,724,000 ! 
34,416,000 . 

42,250,000 : 
51,582,000 : 
51,640,000 : 
72,903,000 ■ 
73,150,000 

73.557iOOO 
103,757.000 
99,383,000 
24,863,563 
28,958,460 
34,237,000 
61,088,003 ■ 
116,222,112 
6i,4i9,99o 
62,045,458 
62,318,816 
59,53i,X50 
65.504,000 



£ 

: 5,962,301 
= 7,484,920 
: 4,775,224 

= 5,945,345 

= 7,4l6,32I 
= 6,830,687 
= 7,342,578 
5 5,736,7M 
= 3,871,257 
= 6,257,357 
= 6,097,163 

B I,392,9l6 
= 1,654,769 

= ?, 3 2,730 
= 4,179,530 
= 8,972,740 
= 5,440.404 
= 5,416,668 
- 5,440,597 
= 5,197,164 
5 5>7»8,604 



Gold 
Revenue 
converted 
to Sterling 



Total 
Revenue, 
Paper plus 

GoldV 



99,424 
276,617 
i,537,70' 
5,65i.*44 
5,961,130 
6,374,404 
6,043,512 
9,699,828 
9,062,736 
7,539,424 
7,576,457 
7,983,884 
9,275,793 



£ 
5,062,301 

7,484,920 
4,775,224 

5,945,345 
7,416,321 
6,830,687 
7.342,578 
5,736,7X4 
3,970,681 
6,533.974 
7,622,663 
7,044,06b 
7.6i 5,899 
8,677,135 
10,223,043 
18.672,568 
i4,503*X40 
12,956,092 
i3» 01 7»°54 
13.181,048 

14,994,397 



President's Message. 

As President Roca's term of office expires in October 
next, his successor, Dr. Quintana, having already been 
elected, the Message read at the opening of Congress on 
5th May last was largely composed of a retrospect of the 
progress of the nation during his six years* administra- 
tion. His remarks under the head of " Finance," although 
based on data which to a great extent have been embodied 
in the present and former Reports, are of considerable 
interest as a summary of the results achieved, and are 
partly reproduced below : — 

At the date of the commencement of the present Administration, 



Digitized by VjOOQ IC 



47 [Argentina. 

the service of amortisation of the External Debt was suspended, the 
amount of the debt being then approximately $300,000,000 Gold. The 
Nation was also burdened with a consolidated Internal Debt of more 
than $100,000,000 m/n. and a floating and demandable debt estimated 
at $80,000,000 m/n. The Provincial Debts, considerably augmented by 
the capitalised interest in respect of the arrears of several years, 
weighed indirectly upon the national credit. Our best securities, 
strongly guaranteed, were quoted at 89 per cent. The Executive had 
just been authorised to contract a loan for $30,000,000 Gold, specially 
guaranteed by the alcohol tax, and no acceptable offer was forth- 
coming. Foreign credit was exhausted, and so, also, was internal 
credit, recourse having been had to a "popular" loan to meet 
the expenses demanded for national defence. . It had also 
been necessary to make a considerable addition to the customs 
duties. 

The picture presented by the present situation is very different. 
In 1 901, the full service of amortisation of the External Debt was 
re-established. This debt has been very little augmented, the only 
additional Bonds put in circulation having been those which were 
previously the property of the Government, and which served as 
security for debts contracted at short dates. Last year the first loan 
of ^1,000,000 of 1824 was extinguished. The consolidated Internal 
Debt has been reduced by more than $30,000,000, notwithstanding 
new issues made in fulfilment of special laws. This Internal Debt is 
being amortised rapidly and will be extinguished in a short time. In 
the previous year the amortisation of the debt known as " Warriors 
of the Independence " was completed. The floating and demandable 
debt has been almost entirely discharged. 

Argentine credit has been raised to a high level. Our Six per Cent. 
Bonds are quoted at a premium ; the Five per Cents, are at par. 
Discounts have fallen to 4 per cent, in the market. The Executive 
receives from Europe frequent offers of loans at 3 per cent., without 
any guarantee. All the expenses of the Administration to date have 
been provided for. The money is ready in Europe for payment of 
the coupons of the External Debt due July 1st next, and the National 
Treasury has funds deposited in the Banco de la Nacion to the 
amount of $12,000,000 m/n., and has had no need, since the middle 
of last year, of obtaining advances from that establishment. The 
Provinces have, with the aid of the Nation, arranged their External 
Debts. We have returned to circulation important sums which had 
been extracted in the form of taxes to meet extraordinary needs. 
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Foreign Trade. 

The following Tables which deal with the trade of the 
Republic are, with the exception of those referring to the 
first quarter of 1904, compiled from the Annual Report 
on Argentine External Commerce issued by the National 
Statistical Department 



EXPORTS, IMPORTS, AND BALANCE OF TRADE FROM i 


861 to 1903. 


Year. 


Exports. 


Imports. 


Balance in Favour of 




* Gold. 


$Gold. 


tGold. 




1861 .. 


14,322,589 


22,441,120 


Imports . . 


8,1x8,531 


1863 .. 


i9>i5*.339 


23,138,712 


,, .. .. 


3,987,373 


1863 .. 


21,588,448 


27,369,695 


,, • • •• 


5,781,247 


1864 •• 


22,367,312 


23,143,240 


,, 


775,928 
4,157,865 


1865 .. 


26,126,440 


30,284,305 


,, .. .. 


1866 .. 


26,740,77a 


37,401,495 


,, 


10,660,723 


1867 .. 
1868 


33,196,115 


38,792,199 


,, 


5,596,084 


29,709,7" 


42,402,540 


,, 


12,702,829 


1869 .. 


32,449,188 


4», t95,703 


,, 


8,746.515 


1870 


30,223,084 


49,124,613 
45,629,166 


,, .. .. 


18,901,529 


1871 


26,996,801 


,, .. .. 


18,632,365 


1872 


47,267,965 
47,398,291 


61,585,781 


„ 


i4,3«7,8i6 


1873 -. 


73.434,038 


,, .. .. 


26,035,747 
13,285,013 


1874 .. 


44,541,536 


57,826,549 


,, •• •• 


1875 •• 

1876 .. 


52,009,113 


57,624,481 


,, 


5,615,368 


48,090,713 


36,070,023 


Exports 


12,020,690 


1877 .. 


44,769,944 


40,443,424 


„ 


4,326,520 


1878 .. 


37,523,771 


43,759,«5 


Imports 


6,235,354 


1879 •• 


49,357,558 
58,380,787 


46,363,593 
45,535,88o 


Exports .. 


2,993,965 
12,844,907 


1880 .. 


,, .. .. 


z88i .. 


57,938,272 
60,388,939 


55,705,927 


,, 


2,232,345 


1882 .. 


61,246,045 


Imports .. 


857,106 


1883 .. 


60,207,976 


80,435,828 


,, .. 


20,227,852 


1884 .. 


68,029,836 


94,056,144 


„ 


26,026,308 
8,542,869 


1885 .. 


83,879,100 


92,221,969 


,, 


x886 .. 


69,834,841 


95,4o8,745 


,, .. .. 


25,573,904 


1887 .. 


84,421,820 


"7,352,125 


,, 


32,930,305 


x888 .. 


100,111,903 


128,4x2,110 


,, 


28,300,207 


1889 •• 


90.X45.355 


164,569,884 


,, 


74,424,529 


1890 .. 


xoo,8i8,993 


142,240,812 


,, .. .. 


41,421,819 


1891 


103,219,000 


67,207,780 


Exports . . 


36,011,220 


1892 


"3.370,337 


91,481,163 
96,223,628 


,, .. .. 


21,889,174 


1893 .. 


94,090,159 


Imports 


2,133,469 


1894 .. 


101,687,986 


92,788,625 
95,096,438 


Exports 


8,899,361 


1895 .. 


120,067,790 


,, 


24.97»,35a 


1896 .. 


116,882,016 


H2,x63,59i 


,, .. *. 


4,638,425 


Z " 


101,169,299 
133,829,458 


98,288,948 


,, .. 


2,880,351 


107,428,900 


,, • . . • 


26,400,558 
68,066,860 


1899 


»84,9i7.53i 


116,850,671 


„ 


1900 


154,600,4x2 


"3,485,069 


,, 


4i,"5,343 


1901 


167,7x6,102 


"3,959,749 


,, 


53,756,353 
76,447,471 


1902 


179,486,727 


103,039,256 


,, •• •• 


i9»3 •• 


220,984,524 


131,206,600 


1, • • •• 


89,777,924 
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The Exports and Imports for 1902 and 1903, compared 
under their respective heads, are shown below : — 

EXPORTS, 1902 and 1903. 





1902. 


1903. 




IGold. 


$ Gold. 


Pastoral Products 


104,539,139 


109,181,342 


Agricultural Products 


68,171,332 


105,251,309 


Forestal Products 


3,649,208 


3,472,708 


Mineral Products 


327,006 


397,427 


Products of the Chase 


718,449 


657,952 
2,023,786 


Various Products 

Total 


2,081,593 


$179,486,727 


$220,984,524 



The remarkable increase in Agricultural Exports shown 
above was due to the excellent harvest of 1902-3 following 
the bad one of 1901-2. But if the comparison is ex- 
tended to the previous three years, the increase is hardly 
less striking, as the subjoined figures prove : — 



EXPORTS OF AGRICULTURAL PRODUCTS. 



1899.. 
1900... 
1 90 1 ... 
1902 ... 
1903... 



$65,155,995 
77,426,356 
71,596,099 
68,171,332 

105,251,309 



From these figures it appears that the value of the 
Exports of Agricultural Products for 1903 was no less 
than 50 per cent in excess of the average for the previous 
four years. 

On this subject Mr. Harford, in his above-mentioned 
Report on the Finances of the Argentine Republic, says: — 

The abundant harvest of 1902-03, followed by the excellent pros- 
pects of that of 1903-4, has given a remarkable stimulus to agricul- 
ture in the Argentine Republic, and the area cultivated in 1903 shows 
a very large increase over any previous year. The chief features are 
the increasing cultivation of maize, especially in the province of 

D 
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Santa F6 9 and the continued laying down of land to lucerne (alfalfa) 
in the western and north-western districts, where water is found only 
a few metres from the surface. In fact the growing of lucerne may 
be said to have revolutionised agriculture in this country, where it 
will yield excellent crops for many years, if not eaten down too closely 
by sheep or ruined by drought in districts where the water is deeper. 

IMPORTS, 1902 and 1903. 





1902. 


1903. 


Live Animals 

Food Stuffs 

Tobacco 

Wines, Spirits, etc. 

Textile Materials, etc. 

Oils 

Chemical Products 
Dyes and Colours 
Timber and its Applian 
Paper „ „ 
Leather „ „ 
Iron „ „ 
Other Metals and their 

Pottery, etc 

Various 


ces 

Appliances ... 


$ Gold. 
463,605 

10,626,004 
3,229,647 
5.583,549 

29.744,239 
3,982,800 
3,697,800 

699,931 
6,856,776 

2,557,019 

962,661 

17,916,082 

2,733,902 
10,908,694 

3,076,547 


$ Gold. 
693,120 

11,743,081 
3,7u, 181 
6,565,058 

39,492,648 
4,110,658 
4,494,453 
ft 933,855 
8,746,787 
2,975,391 
1,075,020 

26,844,523 
3.925,342 

",859.788 
4,035,695 


Total 





♦103,039,256 


|i3i,2o6,6oo 



In the Tables given below the Exports and Imports in 
the first quarter of 1904 are compared with those in the 
corresponding period of 1903 : — 



EXPORTS. 
(Exclusive of Specie.) 



First Quarter. 1903 

First Quarter, 1904 

Balance in favour of 1904 



IMPORTS. 

(Exclusive of Specie.) 



First Quarter, 1903 

First Quarter, 1904 

Balance in favour of 1904 



$ Gold. 

69,35M93 
73,234,446 

3,883,253 



IGold. 
33.539,498 
43,300,622 

9,761,124 
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Gold Premium. 

Since the commencement of 1903 the premium on gold 
has remained practically stationary at 127.27 per cent., the 
official rate fixed by the Conversion Law in 1899. On 
this subject Mr. Harford remarks, that in consequence of 
the steadiness of the premium during 1903, "Gold 
operations at the Bourse have almost ceased, and whatever 
may be said as to the policy of fixing the official rate, as 
was done by the Conversion Law of 1899, at any rate 
stability in the currency has been attained. There is not 
the slightest doubt, however, that but for the official limit, 
the paper currency would have appreciated considerably in 
value in 1903." 

The average premium during the last ten years has 
been as follows : — 



Year. 

1894 
1895 
1896 

1897 
1898 
1899 
1900 
1 90 1 
1902 
1903 



Average Gold Premium* 
257 
250 
195 
191 
157 
124 
130 
132 

U3 
127.27 



D 2 
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PROVINCE OF BUENOS AYRES. 

[The direct External Debt of the Province of Buenos Ayres was 
assumed by the National Government in 1898.] 



Cedulas of the Mortgage Bank of the Province 
of Buenos Ayres. 



Principal and Interest outstanding 



£15,144,881 



Cedula Bondholders' Committee. 



J. S. Ballin, Esq., Chairman. 
Right Hon. Lord Avebury. 
C. E. Barnett, Esq. 
W. H. Bishop, Esq. 
S. Cawston, Esq. 

Hon. Sir C. W. Fremantle, K.C.B. 
Sir Henry Kimber, Bart., M.P. 
W. S. Salting, Esq. 

Area, about 

Population (Census 1895) ... 
Capital, La Plata. Population . 
Governor of the Province ... 



Right Hon. Sir E. Thornton, 

G.C.B. 
Arthur A. Tilleard, Esq. 
General Sir Luther Vaughan, 

K.C.B. 
F. Hue Williams, Esq. 

Secretary. 
James P. Cooper, Esq. 

... 120,000 square miles. 

... 921*23*. 

... 60,310. 

... Dr. Marcelino Ugarte. 



History of the Debt. 

[For history of the direct External Loans of the Province, see 
Council's Report for 1897-8, pages 43-45.] 

1872 to 1889.— Cedulas of the Mortgage Bank of the Province of 
Buenos Ayres — known as Buenos Ayres Cedulas, to dis- 
tinguish them from the National Cedulas. Original principal, 
$374,846,326 Currency, and $4,911,100 Gold. Interest on 
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the different series of Cedulas varies from 6 to 8 per cent., 
payable at Buenos Ayres, in national currency. They are 
redeemable by an accumulative Sinking Fund, varying from 
i to 2 per cent, per annum. 

The service went into partial default in January, 1891. 

The Coupons falling due on that date, and in April and 

July, 1 891, are understood to have been paid partly in cash 

at rates varying from 80 per cent, to 4 per cent., while for 

the balance Certificates were given by the Mortgage Bank. 

In the case of the payment of the 80 per cent in cash in 

January, 1891, the Coupons were taxed at 20 per cent. 

Since the last date no cash has been paid, but " Bonos," a kind of 

note of the Mortgage Bank, were, for a time, offered in exchange for 

the Coupons. The issue of " Bonos " has been discontinued since 

October, 1892, the service remaining in entire default. 



The above Cedulas are documents issued to persons mortgaging their 
property to the Banco Hipotecario de la Provincia de Buenos Ayres- 
The Cedulas were received by the mortgagor at par in lieu of cash, 
and were realised by him at their current price on the market. The 
Bank charges 1 per cent, commission, and is entitled to sell the 
property after 75 days' default in payment of the instalment of the 
service due by the mortgagor. 

The Organic Law of the Province establishing the Bank forbids 
lending on other than first mortgage, or on more than one-half of the 
assessed value of the property. The Cedulas issued were not to 
exceed the amount of the mortgage granted. Redemptions of 
mortgages might be made either in money, or in Cedulas, of the same 
series as those issued to the mortgagor, at par. The entire or partial 
release of any mortgage was to be simultaneous with the cancellation 
of a corresponding amount of Cedulas. 

The Mortgage Bank is a branch or dependency of the Provincial 
Bank of Buenos Ayres. By a Law of 9th January, 1882, the Pro- 
vince of Buenos Ayres is responsible for the operations of the 
Mortgage Bank, and this responsibility has been fully admitted by 
the Provincial Government. 

Various enactments have been passed by the Provincial and National 
Legislatures to the injury of the rights of Cedula holders under the 
Organic Law of the Bank. 

Under these enactments the redemption of mortgages by Cedulas of 
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any series bearing an equal or greater amount of Interest and Sinking 
Fund was permitted ; a tax of 20 per cent, was imposed on the 
Coupons of Cedulas (this Law was only applied to the January, 
1 89 1, Coupons, and it is understood that it was afterwards rescinded) ; 
the Mortgage Bank was for a time allowed to pay what it could in 
currency and the balance in scrip, and debtors to the Bank were per- 
mitted to pay off part of their debts in " Bonos w instead of money. In 
January, 1895, tnc National Legislature passed a Law, which, with some 
additions, was accepted as a Law of the Province of Buenos Ayres in 
the spring of 1896, granting a Moratorium of five years to the Pro- 
vincial Mortgage Bank, and not only affirming, but extending the 
objectionable privilege given to debtors to pay their services and 
debts to the Bank, with the exception of commission, in the Bonds 
and Obligations issued by the Bank. In November, 1899, the 
Moratorium was extended by the National Legislature for a further 
period of three years, and in 1902 a further extension to January, 
1905, took place. In addition to this the Provincial Law, with regard 
to the indiscriminate mixing of the various series, mentioned above, 
has been expressly sanctioned by the National Government. 

According to the Report of the legal adviser of the Mortgage 
Bank, published in January, 1894, very serious irregularities 
were committed with regard to the issue of Cedulas and in the 
administration of the Bank. (See Council's Annual Report for 1893, 
PP. 55 to 57.) 

Report. 
The negotiations for a settlement of the Cedula Debt 
undertaken by Messrs. O. Bemberg & Co. on behalf of the 
Government of the Province of Buenos Ayres were 
resumed last summer, and after prolonged discussions an 
ad referendum Agreement was drawn up, which was 
as usual signed by the President of the Council and 
the Chairman of the Committee. This Agreement was 
then forwarded to La Plata for signature by the Pro- 
vincial Government, but it was found that there was not 
time to await its arrival by mail, and it therefore became 
necessary to cable the entire text out to Buenos Ayres. 
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It was also necessary to depute someone to sign it on be- 
half of the Council and Committee, and Messrs. Bemberg 
& Co. were accordingly authorised to perform this act. 
It is desirable to make this clear as it has been errone- 
ously assumed that Messrs. Bemberg acted in the nego- 
tiations as the representatives of the Bondholders. As a 
matter of fact, Messrs. Bemberg were employed through- 
out as Agents of the Government, and in signing the 
Agreement on behalf of the Council and Committee they 
executed a purely ministerial act which was necessitated 
owing to pressure of time. 

The ad referendum Agreement was as follows : — 

CEDULAS OF THE MORTGAGE BANK OF THE PROVINCE 
OF BUENOS AYRES. 

AGREEMENT. 
{Translated from the Spams A.] 

Between H.E. the Governor of the Province of Buenos 
Ayres Dr. Don Marcelino Ugarte of the one part and 
Messrs. O. Bemberg & Co. representing the Corporation 
of Foreign Bondholders of London acting in conjunction 
with the Committee of Cedula Bondholders affiliated to it 
and under its rules and regulations and also as representing the 
holders of the Cedulas of the Mortgage Bank of the Province of 
Buenos Ayres the following has been agreed : — 

Article i. — In this Contract: — "The Government" means the 
Government of the Province of Buenos Ayres. " The Council " is the 
Council of the Corporation of Foreign Bondholders. " The Com- 
mittee " is the Committee of the Bondholders. " Cedulas " means the 
Cedulas and Cedula Securities such as Bonos and Certificates of the 
Mortgage Bank of the Province of Buenos Ayres enumerated in 
Article 2 and also the Coupons. " Bondholders '' are the holders of 
Cedulas and Cedula Securities including the holders of Coupons. 
" Certificates n are the Certificates referred to in Article 3. 

Article 2.— The Cedulas and Cedula Securities the subject of 
this Contract comprise the following obligations and issues of the 
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Mortgage Bank of the Province of Buenos Ayres the respective 
amounts of which outstanding on 30th June 1903 are according to the 
official statistics as follows :— 



Cedulas 



Series A 


»» 


B 


»» 


C 


u 


D 


» 


£ 


» 


F 


» 


G 


i» 


I 


» 


J 


>» 


K 


», 


L 


>» 


M 


»» 


N 


M 


O 


,, 


P 



Currency 

Coupons in arrear and unpaid at 30th 
June 1903 including Bonos and 
Certificates 

Total Currency 



Cedulas Gold S ries A 

Coupons Gold in arrear and unpaid at 
30th June 1903 including Bonos and 



$992,260*1 2 1 

31,413-401 

22,010046 

3i5'334i 

4,948,850*007 

1,783,900*000 

2,031.450000 

I4-3I5-95 ' 000 
17,354,500*000 

12.594,050000 

6,692,450*000 

5,844,650*000 

10,358,850-000 

12,387,900000 

44,675,900*000 

$134037,646916 



$30,425,598705 
$164,463,245*621 

$2,731,000000 



Certificates 



Total Gold.. 



$1,536,460-417 
$4,267,460*417 



Article 3. — The Cedulas and Cedula Securities deposited under 
the present Contract shall be withdrawn from circulation and ex- 
changed in place thereof for Certificates which shall bear the signature 
lithographed or written of the Agent of the Government and shall be 
duly countersigned. These Certificates shall be issued by or under 
the direction of the Council at the undermentioned rates and such 
rates shall be their respective values for purposes of redemption 
in accordance with this Contract that is to say : — 
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Amount to be redeemed : — 

Cedulas of the Cur- 
rency Series... Capital $134, 037, 646 91 6 at 100% $134,037,646*916 

Coupons matured prior to 
1st July 1903 from Cur- 
rency Series ... Capitol 30,425,598705 at 60% 18,255,359*223 

Cedolas of the Gold 
Series Capital 2,73i,o;o*ooo at 200% 5,462,000*000 

Coupons matured prior to) , ,563,460*417 at 200% ) 

1st July 1903 from Gold [ I '5°*4«M 7 l ™*i 1,843,752*500 
Series .. ... Capital ) 3,072,920*834 at 60% j 

Further similar Certificates shall also be issued for 
redemption values at the above rates : — 

(a) For the coupons matured on 1st July and 1st 
October 1903 which may be lodged under 
this Contract. 

(b) For the payment of a bonus of 50 96 on the 
Cedulas in circulation of Series £ stamped 
as payable at a fixed exchange in Hamburg and 

(c) To provide for the expenses claims obligations 
and charges in connection with this negotiation 

and the carrying out of this Contract 8,901,241*361 

Total to be exchanged for Certificates ... $168,500,000*000 



The Cedulas and Cedula Securities shall be delivered to the 
Government according as the exchange is effected and after the funds 
for the first half-yearly service shall have been deposited in accordance 
with the present Contract. 

Article 4.— For the redemption and extinction of these Certificates 
which represent the Cedulas and Cedula Securities the Government 
will remit during a period of 25 years each half year the sum of 
1,000,000 dollars currency during the first six years 
1,137,500 dollars currency during the next ten years and 
1,226,000 dollars currency during the last nine. 

These payments shall be free of all deductions in respect of taxes 
charges and imposts of any description. 

To the sum corresponding to each half-year there shall be added 
one-half per cent, which shall be at the disposal of the Council for 
the expenses of the half-yearly service. 

* This should read $1,536*460*417. 
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If at the close of the period of exchange fixed by Article iothe 
total redemption value of the Certificates issued or to be issued in 
respect of Cedulas and Cedula Securities previously lodged exceeds or 
is less than 168,500,000 dollars currency the amount of the half-yearly 
payment shall be proportionately increased or reduced as the case 
may be. 

Article 5. — As security for the half-yearly payments the Govern- 
ment shall designate and specially assign one of the existing taxes or 
a tax to be created and the proceeds of such tax shall be paid each 
day direct to the Banco de la Nacion Argentina to the credit of the 
Council or of the Bankers entrusted with the service and shall be 
remitted in due time by the Banco de la Nacion in accordance with 
the instructions received from the Council. 

The tax assigned shall be amply sufficient to cover the half-yearly 
payments mentioned in Article 4. 

If by chance these should prove insufficient the Government will 
provide the deficiency from its general resources in such manner that 
the full sum without deduction may be deposited in due time. 

The first daily payments for the first half-yearly service shall 
commence so sq§n as this Agreement becomes definitive by the assent 
of 60 per cent, of the Bondholders in accordance with Article 12. 

Article 6. — The Certificates issued shall be redeemed in the 
following manner : — 

The full amount of the half-year's set vice being duly leceived 
tenders shall be invited by public advertisement and the lowest 
received within the time fixed by the advertisement if below the re- 
demption price fixed for the drawings shall be accepted. These 
tenders shall be received and opened simultaneously in London and 
Buenos Ayres. 

If the tenders should not reach the total of the Certificates to be 
amortised each time in accordance with the table of amortisation 
mentioned in Article 7 the balance of the Certificates shall be amortised 
by drawings to be held in London or Buenos Ayres at the prices 
mentioned in the said Table. 

The Certificates accepted on tender or redeemed by drawing will 
be paid in Buenos Ayres or in London by drafts on the Banco de 
la Nacion against the delivery and cancellation of the same. 

After each amortisation the number of Certificates cancelled and 
annulled shall be returned to the Government. 

Article 7.— The following Table gives the prices for drawings and 
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shows the amounts of the Certificates to be cancelled annually and 
delivered to the Government. 

If owing to tenders being accepted at lower rates a larger number 
of Certificates should be redeemed the subsequent prices in the 
Table shall be from time to time increased but only in such a 
manner that the whole of the Certificates outstanding shall be 
redeemed within the 25 years. 

The amount of these increases and the manner of their application 
shall be determined by the Councils* and the Committee from time 
to time. 

Table of Amortisation. 
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2,275,000 


t» 


* 


» 


30 
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6,500,000 
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6,287,179 
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6,130,000 
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5,838,095 
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5,702,325 
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5,572,727 
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5,302,194 








168,500,000 



[Explanatory Note. — In the above table, column 1 is the year; column 2 
is the amount in $ currency to be applied each year to redemption ; column 3 
is the rate per cent, in $ currency ; and column 4 is the amount in $ currency 
of Certificates to be redeemed each year. ] 

• This should read " Council." 
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Article 8. —The Council is entrusted with the operation of the 
withdrawal of the Cedulas and Cedula Securities the issue and 
redemption of Certificates the supervision and direction of the half- 
yearly service and generally carrying out the Contract and all matters 
incidental thereto. It shall appoint the financial houses which may 
be necessary for this purpose in Buenos Ayres and in the different 
cities on the Continent of Europe. 

The Government shall have the right to be represented at their 
own expense at the drawing and tendering of the Certificates. 

At the tenders only such offers shall be accepted as afford security 
for the prompt delivery for cancellation of the Certificates in case the 
said offers shall have been accepted. 

Article 9. — All the Cedulas must be lodged with all the coupons 
payable the 1st January 1904 and subsequently attached thereto. 

If any of these coupons are missing the depositors shall pay a 
proportionate fine in cash or loose coupons which shall be fixed by 
the Council and Committee. 

Each holder of Cedulas and Cedula Securities will be required on 
lodging his Bonds for exchange to pay any stamp duty payable in 
the country where the exchange is effected both in respect of the 
Bonds lodged and of the Certificates to be issued in exchange for 
them. 

Article 10. — The issue of Certificates in exchange for Cedulas 
and Cedula Securities will remain open for three years from the date 
such issue commences and none will be subsequently issued unless in 
accord with the Government. 

Article ii.— The Bondholders shall renounce all their rights and 
claims in respect of the Cedulas and Cedula Securities against the 
Mortgage Bank and shall transfer to the Government all the legal 
rights which appertain to them as creditors of the said bank so that 
the Government shall be free to proceed with its liquidation. 

If default should occur in carrying out this Contract and the 
Government should not remit the funds stipulated herein the out- 
standing Certificates shall recover from the Government all the rights 
and claims in respect of the Cedulas and Cedula Securities each 
outstanding Certificate in this event being deemed to represent a 
proportion of the total redeemable amount mentioned in Article 3 
with interest at 4 per cent, per annum. 

Article 12. — It having been approved by the Honourable 
National Congress in virtue of Law 4,237 that the Government of the 
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Province can arrange with the creditors of the Mortgage Bank of the 
Province if 60 per cent, of the Cedulas and Cedula Securities are 
presented for exchange this Agreement remains subject to the 
following : — 

(1) That the Honourable Legislature of the Province shall 

vote the Law authorising the Government to carry 
out the Contract and if this Law should not be voted 
before the 15th of January 1904 the Council in agree- 
ment with the Committee shall have power to declare 
this Contract at an end. 

(2) That this Contract shall be afterwards submitted to the 

approval of the Public Meeting of the Bondholders 
which the Council shall convene in London and that 

(3) This arrangement shall be definitive and binding on the 

Government and the Bondholders when 60 per cent, 
of the Bondholders have assented thereto. 

Done in three copies of the same tenor at La Plata on the 14th day 
of the month of October 1903. 

M. UGARTE. p.p. O. Bemberg & Co. 

JUAN ORTIZ DE ROSAS. G. SEGOVIA. 

On ths 31st December the Provincial Chambers passed 
the following Law : — 

LAW OF THE PROVINCE OF BUENOS AYRES. 

[Translated from the Spanish.] 

The Senate and Chamber of Deputies of the Province of Buenos 
Ayres sanction with the force of law : — 

Article 1.— The Executive Power is authorised to contract with 
Messrs. Otto Bemberg & Co., as representatives of the Corporation 
of Foreign Bondholders, of London, and of the Committee of Holders 
of Cedulas, the conversion and withdrawal of all the Cedulas, Cer- 
tificates, Bonos and Coupons of the Mortgage Bank of the Province 
which exist in circulation according to a balance to be struck on 
31st of December of 1903. 

Article 2. — The conversion shall be made simultaneously in 
Buenos Ayres and in London, the Cedulas and Cedula Securities 
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being exchanged for Certificates of Internal Debt in money of legal 
currency, which shall not bear interest, and shall be redeemable in 
the period of twenty-five years, on the dates and under the conditions 
which shall be established in the contract, applying to this object the 
sum of fifty-six million eight hundred and eighteen thousand dollars 
national money ($56,818,000 national money), which the Province 
will deliver in its character of subsidiary guarantor of the operations 
of the Bank. 

Article 3. — The payment of the sum mentioned in the preceding 
Article shall be effected in the following proportion : — 

Two million dollars national money of legal currency during each 
one of the first six years ; two million two hundred and seventy-five 
thousand dollars of the same money during each one of the following 
ten years ; and two million four hundred and fifty-four thousand 
dollars of the same money during each one of the last nine years. 

To these sums there shall be added one-half per cent, of their 
amount as banker's commission. 

The funds necessary for the service of the first half-year which 
shall begin the 1st of January of 1905, shall be delivered to the 
Banco de la Nacion to the order of the representatives of the 
creditors or of the bankers designated by them. The same method 
shall be adopted with regard to the successive payments correspond- 
ing to each half-year. 

Article 4.— There shall be fixed for the conversion of the 
securities of the Bank a period which shall not exceed three years, 
and if it should result that the Cedulas and Cedula Securities 
presented for conversion, exceed the amount shown in the balance- 
sheet of the Bank, the Province shall increase the provision of funds 
by the corresponding proportional sum ; in the contrary event the 
sum fixed in Article 2 shall be decreased by an equivalent amount. 

Article 5. — For the purposes of the conversion the Gold Cedulas 
and Cedula Securities shall enjoy a bonus of one hundred per cent, 
and the Cedulas of Series £ shall have a bonus of fifty per cent. ; 
the Bonos, Certificates and Coupons shall be reckoned at sixty per 
cent. 

The Cedulas shall be delivered with the corresponding Coupons, 
from the 1st of January, 1004* inclusive. 

Article 6.— For the fulfilment of the obligations which the Pro- 
vince shall contract with the Cedula Holders, the tax on production 
is especially assigned up to the sum which is annually required, in 
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conformity with that established in Article 3. The General Direction 
of Revenues shall deposit half-yearly, in due time beforehand, the 
corresponding amounts in the Banco de la Nacion Argentina, to the 
, order of the bankers designated by the representatives of the holders 
of Certificates. 

Article 7. — The Contract, which may be signed in virtue of the 
authority conferred by the present law, shall be submitted to the 
approval of a General Meeting of Cedula Holders convoked for the 
purpose in London, and if it should be accepted by those who prove 
to possess, as a minimum, 60 per cent, of the total ol the securities of the 
Bank in circulation, the Contract shall remain definitively concluded 
and obligatory for the Government and for all the Holders of Cedulas 
and Cedula Securities, in accordance with that which is established 
by Article 1 of the National Law No. 4,237. 

Article 8. — The formality indicated in the preceding Article 
having been complied with the Government shall be put in place of 
all the creditors of the Mortgage Bank in respect of their rights, 
remaining, consequently, at liberty to dispose of all its assets in 
accordance with the laws, which shall in due course be passed fixing 
the bases for its liquidation. 

Article 9. — Let it be communicated, etc. 

Given in the Hall of Sessions of the Legislature of the Province ot 
Buenos Ayres in the City of La Plata on the 28th of December, 1903. 

(Signed) Adolfo Saldias. 

M. L. DEL Carril, Sec. of the Senate. 

A. M. Reyna. 

Ricardo M. Garcia, Sec. of the C. of D.D. 

La Plata, December $\\w$. 

Let it be fulfilled, let it be published, let it be communicated and 
let it be given to the R.O. 

(Signed) UGARTE, 

J. Ortiz de Rozas. 

The foregoing Agreement and Law were submitted to 
a General Meeting of Cedula Holders held at Winchester 
House on 17th March, 1904. On a show of hands there 
appeared a small majority against the acceptance of the 
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proposals, but those present and voting were so few that 
the result could not be regarded as conclusive, and a poll 
was therefore demanded. The poll was opened on 21st 
March and closed on 31st March, proper evidence being 
required in verification of each voter's holding. The 
result was that 258 holders, representing $23,354,178 
Cedulas, declared themselves in favour of the acceptance 
of the Scheme, while 129 holders, representing $8,563,605 
Cedulas, were against it. 

In view of this substantial majority in support of the 
Arrangement, the Council felt bound to proceed to carry 
into execution the third condition laid down in Article 12 
of the Agreement of 14th October, 1903, and on the 14th 
April they accordingly invited the Cedula Holders to lodge 
their securities for the purpose of having them stamped in 
formal assent to the Scheme. 

It may be mentioned here that an entire misunder- 
standing appears to have existed in Argentina with 
regard to the steps which had to be taken under the above- 
named Article of the Agreement, the prevalent idea being 
that it was necessary to obtain at the poll the assent of 
the holders of 60 per cent, of the total securities out- 
standing. A reference to the second condition laid down 
in the Article in question will show that only the approval 
of a majority of those voting was required. Moreover, 
it would manifestly be impracticable to undertake that 
the holders of any fixed amount of any securities should 
be present at a meeting or vote at a poll, and this would 
indeed be impossible in the case of the Cedulas, the 
holders of which are scattered throughout so many 
countries of the world. 

As regards the stamping of the Cedulas in assent to the 
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Scheme, some apprehension was felt that in the event of 
the requisite amount of adhesions not being obtained, the 
stamped securities might in some way be prejudiced. The 
Council accordingly addressed a telegram on the point to 
the Provincial Government, and on the 13th of April they 
received the following satisfactory assurance from the 
Finance Minister: — 

Official.— If 60 per cent, adhesions to the Conversion should not be 
obtained, it remains understood that the Cedulas stamped in the form 
proposed by the Council of Foreign Bondholders shall not suffer any 
modification in the righls which they at present confer upon their 
holders. 

JUAN ORTIZ de ROSAS, 

Minister of Finance, 

In view of the statements which appeared in certain 
Argentine newspapers that the Scheme was meeting with 
opposition in Buenos Ayres, the Council made enquiries 
from the Government as to what importance should be 
attached thereto. They received a reply to the following 
effect :— 

Official. — The Government considers without importance the 
initiative of some stockbrokers against the Arrangement concluded, 
nor is it disposed to listen to new proposals which would oblige it to 
increase taxation in order to accord greater advantages to the 
creditors of the Mortgage Bank. 

JUAN ORTIZ de ROSAS, 

Minister of Finance. 

It has also been stated that a counter proposal of settle- 
ment has been formulated by the parties above referred to, 
but no evidence has yet been adduced that they have any 
ground for supposing that the Provincial Government is 
likely to accept it. Moreover, as this counter proposal 
contemplates the scaling down of the principal of the 

£ 
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Cedula Debt by 50 per cent, and its conversion into 
Provincial Internal Currency Bonds bearing interest after 
three years at 2 J per cent., with amortisation commencing 
at a maximum of 27, gradually rising to 50 in 22 years, it 
appears more than doubtful whether such a scheme would 
not be in reality less favourable to the Cedula Holders 
than the Bemberg Arrangement. The market price of 
such a 2J per cent. Provincial Internal Bond is estimated 
at about 35, so that on the basis proposed $100 of 
Cedulas would apparently be worth only about $17^ 
currency. 

Any one can, of course, formulate an unlimited number 
of Schemes of Arrangement, but the difficulty is to get 
them accepted. 

It is certainly a matter for regret that those who are 
opposing the Bemberg Arrangement remained silent so 
long after the proposals were first brought forward. The 
present bases of settlement were made public as long ago 
as March, 1902, and were discussed in the press both in 
Europe and the Argentine Republic. A Project of Law 
dealing with the matter was at once introduced into the 
Provincial Chambers, and, as far as the Council are aware, 
no opposition was manifested, and indeed the press in 
Buenos Ayres generally appeared to recommend the pro- 
posed Arrangement as the best that was likely to be ever 
obtained. Since that time considerable improvements 
have been introduced into the Bemberg Scheme, and it is 
inexplicable that its opponents should not have declared 
themselves against it when it was originally brought for- 
ward, instead of keeping silence for so long a time, and 
deferring any action until after it had been approved by 
the Legislature. 
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Message of the Governor. 

In his Message to the Provincial Chambers in May last, 
the Governor of the Province made the following remarks 
with regard to the proposed Arrangement : — 

The fact that there were not present at the meeting of the 31st 
March opponents to the Agreement representing a greater amount 
than eight millions in bonds, proves that the majority of the creditors 
of the Bank are not opposed to the Arrangement, but cherish the 
hope of obtaining mote favourable terms, being led into error by the 
persons who in the capital of the Republic and without proving that 
they were owners of Cedulas, met in order to protest against the 
settlement concluded, maintaining that the Province of Buenos Ayres 
is in a financial condition enabling it to improve by twenty millions 
of pesos the sum which, according to the contract, it is to pay as 
subsidiary guarantor of the Mortgage Bank. 

I trust that a more exact knowledge of the Provincial finances will 
dissipate the error into which the creditors have been led by the 
so-called Cedula Holders who met at the Commercial Exchange of the 
federal capital. The Province has offered all that it can give, and it 
would be a grave mistake to burden the taxpayers with greater taxes 
than those which they pay to-day, while with regard to the suggestion 
of improving the situation of the Cedula Holders by handing over to 
them the product of the liquidation of the Mortgage Bank, it is 
necessary to point out that this is one of the resources with which, 
for a certain time, we shall make up the sums required in order to 
carry out the contract. 

The Governor went on to say : — 

The proposed Arrangement begins by withdrawing the Bonds at 
27 per cent, from the first year until 46J of their nominal value is 
reached, that is to say, paying to the holders a sum which represents 
more than 60 per cent, above the present value, and surpasses in a 
far greater proportion the average of the values during the last 
eight years. 

The Governor added that in the Budget which was then 
in force there appeared a sum of $1,100,000 to be applied 
to amortisation for the first half-year. 

£ 2 
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The following information concerning the finances of the 
Province is also taken from the Governor's Message : — 

Revenue and Expenditure. 

The Revenue and Expenditure in 1903 (exclusive of 
receipts and disbursements on account of Education) were 
as follows : — 

Revenue : — 
Product of the State Revenues $16,469,637.96 

Expenditure : — 
OnaccountofBudget of 1903.. .$14, 547,817. 75 
„ „ Closed Budgets... 793i653-62 
„ „ Special Laws ... 285,848.01 

I5.627.319.38 

Surplus $842,318.58 

The Revenue receipts for the first quarter of 
1904 amounted to 15,447,369.23* as compared with 
15,171,042.54* during the corresponding period of 1903, 
and it was anticipated that the surplus for 1904 would be 
at least $1,500,000. 

Public Debt. 

The Debt Service represented 26.39 P er cent « °f ^ e 
total expenditure under all heads in 1903, and would 
amount to 29.03 per cent, in 1904. 

External Debt. 

The amount outstanding on 31st December, 1903, was 
$33,402,139.20 gold. 

♦ The Governor does not state whether these amounts include special receipts on 
account of Education. 
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Internal Debt and Treasury Bills. 

On the 31st March, 1904, the Internal Debt amounted 
to 

Five per Cent. Bonds $1,787,500 

S« m ,. 4,759.700 



Total ... $6,547,200 

Out of the $13,000,000 of Internal Bonds authorised by 
the Law of 14th December, 1900, only $2,828,859.55 had 
been issued by the existing administration — for the most 
part in liquidation of liabilities incurred by its pre- 
decessors. 

The amount of Treasury Bills outstanding on 31st 
March, 1904, was $658,988.45, Bills to the value of 
$294,227.01 having been redeemed since the 1st May, 
1902. 

Loan of £300,000. 

The outstanding amount of this Loan had on 31st 
March, 1904, been reduced to £43,320, and its redemption 
would be completed by the 1st July, 1904. 

Public Works. 

The Budget Law for 1904 provided for the assignment 
of a considerable sum to public works, and in order to 
comply with its provisions the Executive had transferred to 
a special account the following amounts, which would 
suffice to carry out three of the proposed undertakings : — 

Cash i1.731.8f6.56 

Bills in respect of Lands 2,436,609.42 

Six per Cent. Bonds 1,700,000.00 

♦5.868,475.98 
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CEDULAS OUTSTANDING, 3 1ST DECEMBER, 1903. 

According to an official statement of the Provincial 
Mortgage Bank, the amount of Cedulas, etc., in circulation 
on 31st December, 1903, was as follows : — 



Series A 


$ Gold. 


$ m/n. 




983.115 


„ B 

„ c 




31,4*3^. 

22,010 ^ 


„ D 




3,5'3 


„ E 




4,945,285 


.. F 




1,757,75° 


» G 




2,023,600 


,. I 




14,227,200 


•• £ 

,t JV ... 




I7,i69,45<> 




12,359,850 


„ L 




6,664,050 


„ M 




5,824,050 


„ N 




10,305,15c 


„ O 




12,355,950 


„ P 




44,622,550 


,, A Gold 


2,699,000 




Total Bonds 


2,699,000 


133.294,936 


Coupons 


M53,6oo 


27,457,062 


Bonos 


57,809 


1,571,904 


Certificados 

Grand Total 


42,919 
4,253,328 


555,191 


162,879,093 



From the same statement it appears that there are, in 
addition to the above amounts, Cedula Securities to the 
amount of $14,158 gold and $899,814 m/n provisionally 
deposited, to be applied when opportunity occurs to pro- 
perties put up to auction, etc. With these additions, the 
above totals would amount to $4,267486 gold and 
$163,778,907 m/n. Reducing currency to gold at the 
official rate of 44 cents to the dollar, and gold to sterling 
at 5.04 dollars to the £, these totals together amount to 
£15,144,881. 
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COLOMBIA. 

Consolidated External Debt of 1896 ... £2,700,006 

Coupons due January, 1900, to July, 1904, 

inclusive in arrear 283,500 

£2,983,500 



Colombian Committee. 



Right Hon. Lord Avebury, Chair- 
man. 

J. Abbott, Esq. 

C. Dc Bcls Brownlie, Esq. 

M. Castello, Esq. 

W. Freke Evans, Esq. 

Hon. Sir C. W. Fremantle, 
K.C.B. 

C. H. Rigg, Esq 



Christopher Rowlands, Esq. 
Hermann Schmidt, Esq. 
Hon. A. Stanley, M.P. 
C. Surgey, Esq. 
H. T. Tatham, Esq. 
Gen. Sir Luther Vaughan, 
K.C.B. 

Secretary. 
James P. Cooper, Esq. 



Area 

Population, estimated at about 

Capital, Bogota^ Population, about ... 

External Debt, per head (including 
arrears of interest) 

President, 1904-1910 

British Minister at Bogota* 

Envoy Extraordinary and Minister 
Plenipotentiary of the Republic of 
Colombia in Europe 

Agents of the Bondholders at Bogotd... 



513,900 square miles. 

4,000,000. 

100,000. 

14s. 1 id. 

General Rafael Reyes. 

G. Earle Wei by, Esq. 



Don I. Gutierrez Ponce. 

Senores J. D. Mallarino 

and S. F. Koppel. 
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History of the Debt (Foreign). 

The country now known as the Republic of Colombia has, since its 
secession from Spain, changed its name no less than five 
times. 

1820. — At the time when its first foreign Obligations were contracted 
it was known, in conjunction with the now independent 
Republics of Ecuador and Venezuela, by its present title of 
the Republic of Colombia. In this year the Vice-President, 
Sen or Zea, came to London and issued transferable Deben- 
tures to the creditors of the Republic, bearing 10 per cent, 
interest if paid in England and 12 per cent, if paid in 
Colombia. 

1 821.— Default was made on the first payment of interest. 

1822.— One year's interest was paid on ^1,759 of these Debentures 
presented for payment in Bogota^ and in the same year 
Senor Zea contracted with Messrs. Herring, Graham & 
Powles for the emission of a Loan of ^2,000,000 at 84, bear- 
ing 6 per cent, interest. The object of the Loan was to pay 
off the 1820 Debentures, and to obtain funds for the prose- 
cution of the War of Independence. It was agreed that 
sufficient of the proceeds should be left with the Contractor 
for the payment of the first three half-yearly Coupons. 
Debentures and accumulated interest to the amount of 
£777,220 were paid off. Almost immediately after the Loan 
had been taken up, the Colombian Government endeavoured 
to invalidate Senor Zea's powers by declaring him to 
have no longer authority to raise a loan. A Meeting of the 
Bondholders, however, confirmed the opinion of counsel 
taken upon this point, which asserted that the Republic was 
responsible, inasmuch as its repudiation of its repre- 
sentative had not been published before the raising of the 
Loan. 

1824. — A Loan of ^4,750,000, bearing 6 per cent, interest, was issued 
by Messrs. R. A. Goldschmidt & Co. at 88 J. This Loan 
was also for the purpose of carrying on the War of Inde- 
pendence. 

1826. — Both the preceding Loans went into default. 
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1832. — The Republic of Colombia was split up into three separate 
Republics, which were styled respectively New Granada, 
Ecuador, and Venezuela. 

1834. — A Convention was drawn up, by which the Debt of the old 
Republic of Colombia was apportioned in the following 
manner amongst the three Republics : — 



Republic. 


Proportion 
of Debt 
Assigned. 


Amount of 
Principal 
Assigned. 


Amount of 

Interest 

Assigned. 


Totals. 


New Granada 

•Ecuador 

•Venezuela 


Per cent. 
50 

2IJ 

28J 


£ 
3,312,975 
1,424,579 
1,888,396 


£ 

1,590,228 

683,798 

906,430 


£ 
4,903,203 

2,108,377 
2,794,826 


100 


6,625,950 


3,180,456 


9,806,406 



• The subsequent history of the Debts of these two Republics is dealt with under 
the corresponding Reports. 

1834-44. — The interest on the Debt as distributed above remained in 
default during this period. 

1845.— An Arrangement, known as the Powles-Ordunez Convention, 
was concluded with New Granada on the following bases : — 

(1.) Issue of New Active Bonds for the principal of the 
Debt (^3,312,975), bearing 1 per cent, interest for four 
years, increasing \ per cent, per annum until the maxi- 
mum 6 per cent, was reached. 

(2.) For the arrears of interest, amounting to ^3.776,791, 
Deferred Bonds were given so as to form a capital of 
100 per cent, on the original Debt. At the end of 16 
years interest was to be paid at the rate of 1 per cent, 
increasing £ per cent, per annum until 3 per cent, was 
reached. 

(3.) The securities assigned for the interest were the 
nett Revenues derived from the Tobacco Monopoly and 
one-half of the Customs Receipts. Both descriptions of 
Bonds were receivable at par in purchasing any National 
property. 
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1848-9-— For the Coupons due 1st December, 1848, Treasury Bills at 1 
per cent, per annum were issued. For the Coupons due 1st 
June and 1st December, 1849, Treasury Bills bearing i\ 
per cent, interest were issued by the New Granada Govern- 
ment. 

1850-4. — The Coupons remained unpaid. 

1855. — The Coupon due 1st June, 1850, was paid by Messrs. 
Baring. 

1856. —The Government of New Granada received from Peru 
$906,000 in Peruvian 4jper Cent. Bonds in cancellation of a 
Debt due to the old Republic of Colombia. These Bonds 
were issued to the holders of New Granada Bonds in 
exchange for Coupons due from December, 1850, to June, 
1853, inclusive. 

1858. — With the formation of a new Constitution the Republic aban- 
doned the title of New Granada, and assumed that of the 
Granadian Confederation. 

It will be seen that no interest had been paid in cash on the 
Debt since the Coupon of June, 1850, the last Coupon to 
which anything was applied being June, 1853, which was 
included in the distribution of Peruvian Bonds in 1856. 

1861. — In this year the Debt is stated to have amounted to :— 

Active Debt ^3,41 1.500 

Arrears from 1853 777,400 

Deferred Debt 3,209^00 

£7,398,000 

An Agreement (styled the Convention of Paris) was 
entered into in October, 1861, between the Holders of the 
Debt and the Government of the Granadian Confederation 
(which, during this year, changed its name to the United 
States of New Granada), by which it was arranged that 
the Debt should be liquidated as follows : — 

(1.) All interest due on the Active Bonds ot the 1845 
Conversion to be converted into Active Debt, and Bonds 
bearing interest at 2 per cent, per annum from 1st Decem- 
ber, i860, to 1st December, 1866, and 3 percent, after- 
wards, to be issued in acknowledgment of such interest 

(2.) Twenty-five per cent, of the Import Duties from 
1st December, i860, to 1st December, 1866, and 37 £ per 
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cent, of these Duties afterwards, to be appropriated for 
the payment ot interest on the existing Active Debt aug- 
mented by the New Debt mentioned above, and on the 
Deferred Debt of 1845 ; one-tenth of such proceeds to be 
applied to the redemption of said Debts. 

(3.) Thirty hectares of land to be assigned to each 
;£ioo Bond of Active Debt, and sixteen hectares to each 
;£ioo Bond of Deferred Debt of 1845. 

1863. — A Loan was contracted with the London and County Bank for 
,£200,000 with 6 per cent, interest. This Loan should have 
been redeemed in 1874, but was not liquidated till 1881. The 
special security was 15 per cent, of the gross Revenue of the 
Salt Mines. An additional security was the hypothecation 
to the Bondholders of the right possessed by the Republic to 
redeem the Panama* Railway in 1875, under terms of Article 
2 of the Concession. In this year the Republic changed 
its name to the United States of Colombia. 

1873.— A new Arrangement for the Conversion of the External Debt 
of the Republic, which, with accumulated interest arrears, 
amounted to about ^6,630,000, was entered into under the 
following conditions : — 

^2,000,000 New Bonds bearing 4J per cent, interest till 
1878, 4 J per cent, thereafter, and 5 per cent, as soon as the 
Customs Receipts reached $3,000,000, to be given in exchange 
for the Bonds of the Old Debts. 
The rate of apportionment was as follows : — 

Each ;£ioo Active (1845 Conversion) to receive ^34 

New Bonds. 
Each ;£ioo Deferred (1845 Conversion) to receive 

£17 New Bonds. 
Each j£ioo 3 per cent. (1861 Paris Convention) to 
receive ^66 New Bonds. 
The Loan was redeemable from 1878 at par by a ij per 
Cent. Sinking Fund. In the event of the service of the 
Debt remaining in default for four consecutive quarters, 
the creditors to be entitled to the conditions stipulated by 
the Paris Convention of i86t. The Customs Receipts were 
hypothecated up to a sufficient amount for the service of the 
Loan, and 2,000,000 hectares of land were given in com- 
pensation for the loss of interest under the Conversion. 
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^200,000 Bonds out of the total of ^2,000,000 were reserved 
in order to form the Capital of a Land Company, Certifi- 
cates being issued by the London and County Bank in place 
of these Bonds. Four quarterly Coupons, equivalent to 
£4. 10s. per cent., were cut off these Bonds to provide for the 
expenses of the Conversion which the Government refused 
to defray. The Bondholders, however, subsequently decided 
to abandon the land project and the reserved Bonds were 
handed back against the return of the Certificates. The 
Council then issued Certificates of Claim for the £4. 10s. 
per cent, paid by the Bondholders for the expenses of the 
Conversion. The- expenses of the Debt service were also 
thrown on the Bondholders. 

1877.— Owing to an insurrection, payments were suspended during 
the first six months of this year. The arrears were, how- 
ever, liquidated in 1878. 

1879-80. — The 25th Coupon, due 1st April, 1879 (payable 1st July), 
was paid in full, and 22s. per cent, on account of the 26th 
Coupon, due 1st July, 1879 (payable 1st October). The 
Council issued Certificates of Claim for the balance of 
is. 9d. per cent, unpaid. The 27th Coupon, due 1st October, 
1879 (payable 1st January, 1880), went into default. 

1886. — The Republic again changed its name and assumed that of 
the Republic of Colombia. 

1888-9. —The Government of Colombia invited the Council to send an 
Agent to Bogota" to arrange terms for a settlement. 

In June, 1889, an Agreement was concluded with the 
Government, and an ad referendum contract was signed, 
which received the approval of the Bondholders at a Meeting 
held on the 5 th September, 1889. 

The terms of this Arrangement were as follows : — 

Bonds, to be called " The Consolidated External Debt of 
Colombia 1890," to be issued to the amount of ^2,420,000, 
with fifty half-yearly Coupons attached, bearing interest as 
from 1st January, 1890; the first to the twentieth Coupon 
at the rate of 3 per cent, per annum, and the twenty-first and 
following Coupons at the rate of 4 per cent, per annum. To 
be payable in London in gold on 1st January and 1st July. 

The principal of the Debt to be converted at par, and the 
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nett amount of the arrears of interest at 50 per cent, of their 
nominal value. 

Twenty per cent, of the gross Customs Receipts of the 
Republic was assigned to the payment of the interest on the 
New Bonds. This was to be handed to an Agent of the 
Council at Bogota 1 monthly, and in the event of the Customs 
Receipts not producing enough, the Government was to 
make up the required amount from other sources. 

The Government was to assign ,£12,000 per annum as Sink- 
ing Fund from 1st January, 1900, and to have the right to 
redeem the Bonds by Drawings at 70 per cent, of their nominal 
value up to 31st December, 1894, and at 80 per cent, after 
that date, and to have always the right to purchase in the 
market for cancellation. 

1890.— This Agreement was submitted to the Colombian Congress in 
1890. Nominally, and after considerable delay, the Agree- 
ment was ratified, but with very serious modifications. The 
most important of these were that the rate of interest which 
the New Bonds were to bear was cut down from 3 per 
cent, to i£ per cent, for six years, and 2 per cent, for the 
next three years, the maximum rate being reduced from 
4 to 3 per cent. The payment of the first Coupon was put 
off from July, 1890, to July, 1891, without any compensation. 
The assignment of Customs to form the new security was 
brought down from 20 to 7 per cent., and the expenses of the 
Conversion were to be thrown on the Bondholders. 

These proposals were submitted to a Meeting of Bond- 
holders on 15th January, 1891, and rejected as inequitable. 

1896. — An Arrangement was effected on the following terms : — 

(1.) New Bonds to be issued for ^2,700,000, bearing 

interest payable in gold in London at the rate of i£ per 

cent, from 1st January, 1897, increasing by \ per cent. 

every three years until reaching 3 per cent, per annum. 
(2.) The principal of the 1873 Bonds outstanding to be 

converted at par, and the arrears of interest at 43 per 

cent, of their nominal value. 
(3.) An accumulative sinking fund of J per cent, per 

annum commencing from 1st January, 1900, and increasing 

i per cent, every three years until reaching 1 J per cent. 
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per annum, to be applied by tenders or purchases while the 
price of the Bonds was below par, by drawings at 60 per 
cent, while the Bonds earned less than 3 per cent., and at 
70 per cent, when the rate of interest rose to 3 per cent 
in the event of the price rising to or above par. 

(4.) Monthly payments to be made to the Agent of the 
Bondholders at Bogota^ 

(5.) Old securities not presented for exchange under 
the Settlement of 1873 to be admitted to Conversion into 
the New Bonds if any such remained over at the close of 
the Conversion, on such terms as the Agent of the Govern- 
ment and the Council might arrange, if lodged within one 
month of the opening of the Conversion. 

1900. — The Coupon due 1st January, 1900, went into default. 

1903.— The Colombian Congress having declined to ratify the Treaty 
with the United States for the construction of the Panama 
Canal, the State of Panama seceded and itself concluded 
a similar Treaty with the United States Government, 
which provided for the payment by the latter Government 
of the sum of $10,000,000 gold on the date of the ratifica- 
tion of the Convention, and also an annual payment of 
$250,000 gold commencing nine years after that date. 



Report. 

Although the External Debt of Colombia has remained 
in default during the past year, Messrs. Mallarino and 
Koppel, the agents of the Bondholders at Bogoti, have 
not ceased to urge on the Government the necessity of 
recommencing payments. The Council have received 
positive assurances that, as soon as the country had to 
some extent recovered from the effects of the disastrous 
civil war, the Government would not fail to turn its atten- 
tion to a settlement with the Bondholders. Negotiations 
have recently been proceeding with regard to the payment 
of the arrears of interest, and the Council had hoped that 
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prior to the publication of this Report they would have 
been able to submit a satisfactory proposal to the Bond- 
holders. No arrangement has, however, yet been arrived at. 

Panama. 

Considerable interest has naturally been awakened by 
the secession of the State of Panama from the Republic 
of Colombia. The following brief account of the circum- 
stances connected therewith, and of the efforts of the 
Council and Committee to assert the rights of the Bond- 
holders as against the new Republic is, therefore, inserted, 
together with the text of the Canal Treaty in its final 
form. 

On the 22nd September, 1903, the limit of time for the 
ratification by the Government of Colombia of the Hay- 
Herran Canal Treaty expired. The proposed arrange- 
ment met with violent opposition in the Colombian Con- 
gress, and the relations between the Government of the 
United States and of Colombia became seriously strained. 
A few weeks later, on the 3rd November, a revolutionary 
outbreak took place in the Province of Panama, which 
declared its independence of the mother country. The 
circumstances connected with the birth of the new Republic 
are too well known to require recapitulation here. Suffice 
it to say that on the 18th November, 1903, a new Treaty 
for the construction of the Canal, which was ratified by the 
Congress of the United States on the 26th February, 1 904, 
and the text of which is reproduced below, was signed at 
Washington by Mr. Secretary Hay and Mr. Bunau-Varilla, 
acting respectively for the United States and Panama 
Governments, and thus Colombia not only lost her most 
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important Province, but also forfeited the $10,000,000 gold 
offered by the United States for the Canal Concession 
as well as the $250,000 per annum payable after nine years 
in respect of the Panama Railway. 

This sudden change in the political situation seriously 
affected the interests of the Colombian Bondholders, as there 
had been good reason to hope that the Colombian Govern- 
ment was prepared to devote a substantial part of the 
money received for the Canal Concession to the liquidation 
of the Bondholders' claims. A letter was at once addressed 
by the Council to the Foreign Office, drawing attention to 
the position of the Bondholders and pointing out that the 
new State was bound in equity and justice to assume 
responsibility for a fair proportion of the Colombian 
External Debt, and requesting the assistance of H.M. 
Government. 

It was subsequently reported that the Panama authorities 
had represented to the Government of the United States 
that the Province of Panama had not formed part of the 
Republic of Colombia at the time the External Loans 
were contracted. In order to dispose of this idea, and to 
clearly place on record the facts of the case, the following 
communication was sent to the President of the United 
States : — 

Council of Foreign Bondholders, 

17, Moorgate Street, London, E.C. 
2jth November^ 1903. 
His Excellency, 

The President of the United States of America, 
Washington, D.C., U.S.A. 
Sir, 

I have the honour, as President of the Council of Foreign 
Bondholders and Chairman of the Committee of Colombian Bond- 
holders, to submit to your Excellency the following statement with 
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regard to the history of the Colombian External Debt, and as to the 
position in which the Bondholders now find themselves placed. 

Early in the present century the various Spanish colonies on the 
American Continent took active steps to throw off the yoke of the 
mother country. At that time Colombia and Ecuador, together with the 
Isthman Provinces of Panama and Veraguas, constituted the Vice- 
royalty of Santa Fe* de Bogota^ or New Granada. By the year 1820-21 
General Bolivar, the u Liberator," had succeeded in driving the 
Spanish troops out of the greater part of New Granada and Venezuela, 
which, after the decisive battle of Carabobo, on 24th June, 182 1, 
assumed the title of the Republic of Colombia. 

The Province of Panama, however, still nominally remained under 
Spanish rule, but on 28th November, 182 1, the revolutionary Counc 1, 
assembled in the City of Panama, decreed the independence of the 
Isthmus, and resolved that the territory of the Provinces of the 
Isthmus belonged to the Republican State of Colombia, to the 
Congress of which State it would in due course send its deputy. 

The External Debt of the Republic datfs back to the year 1820, 
when an Anangement was made for the issue of transferable 
Debentures to certain creditors of the Republic. The Government, 
however, defaulted on the first payment of interest. 

In 1822 one year's interest was paid on a small portion of the 
above-named Debentures, and, at the same time, a Loan of .£2,000,000 
was issued in London for the purpose of converting the balance, and 
of obtaining funds for the prosecution of the War of Independence 
against Spain. 

In 1824 Colombia issued in London a further Loan for ,£4,750,000, 
the proceeds of which were to be devoted to carrying on the war. 

In 1826 both the above-mentioned Loans went into default. 

In 1832 the Republic of Colombia was divided into three separate 
Republics, which were styled respectively New Granada, Ecuador, and 
Venezuela, and in 1834 a convention was drawn up by which the Debt 
of the Old Republic was apportioned amongst the three new States, 
New Granada assuming 50 per cent. For a further period of eleven 
years New Granada continued in default, and in 1845 & conversion of 
the Debt was made, the Bondholders being compelled to submit to a 
large reduction of their claims. For three years interest on the 
Converted Debt was paid, but in 1848-49 the Republic again failed to 
carry out its obligations, and the Bondholders had to accept Treasury 
Bills in lieu of cash. 

In 1850 total default ensued. 

F 
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In 1855 one half-year's interest in arrear was paid, and, in 1856, the 
arrears of three years more were compounded by a payment in Peruvian 
Bonds which the Government of New Granada received from Peru in 
cancellation of a debt due to the Old Republic of Colombia. This 
left interest from June, 1853, on the Bonds issued in 1845 sl ^ ' n 
arrear. 

In 1858 the Republic abandoned the title of New Granada, and 
assumed that of the Granadian Confederation. 

In 1861 the Republic again changed its name to that of the United 
States of New Granada, and in the same year an Arrangement was 
entered into with the Bondholders for funding the arrears of interest 
into Bonds bearing 2 per cent, interest, rising to 3 per cent. 

In 1863 the Republic again changed its name, and assumed the title 
of the United States of Colombia. 

In 1873 a conversion of the Debt took place with the consent of the 
Bondholders, the principal of the Debt being reduced from ^6,630,000 
to ^2,000,000. 

In 1879-80 Colombia again defaulted, and for seventeen years the 
Bondholders received no payment whatever. 

In 1886 the Republic once more changed its name, and assumed 
that of the Republic of Colombia. 

In 1896 a fresh Arrangement was concluded with the Bondholders, 
when the principal and arrears of interest outstanding were reduced 
from about £3,500,000 to £2,700,000, and the rate of interest changed 
from 4 i rising to 5 per cent, to 1 J rising to 3 per cent. 

In 1899 Colombia became involved in a civil war, and the service of 
the Debt was suspended shortly after the payment of the Coupon of 
1 st July, 1899. 

The foregoing is a brief history of the Colombian Debt, and we 
feel sure your Excellency will agree that the Bondholders have suffered 
severely from the reiterated suspensions of payment and the reductions 
of principal and interest to which they have been forced to submit. 

The amount of the Debt of Colombia, reckoned up to 31st Decem- 
ber next (exclusive of Sinking Fund), is : — 

Principal ^2,700,000 

Interest in Arrear 249,750 

Total £2,949,750 

On the restoration of peace in Colombia, early in the present year, 
the Council received assurances from the Colombian Government 
that the Debt Service would be resumed as soon as the result of the 
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increase in the Customs duties had made itself felt, and a small sum 
of money was remitted on account of the Coupon due ist January, 
1900. The Council had also good reason to believe that at any rate 
part of the money, to which Colombia would have been entitled had 
the Hay-Herran Treaty been accepted by her, would have been 
devoted to the pa > ment of the External Debt. 

The secession of Panama has, however, essentially altered the 
position of affairs, as Colombia has not only lost her most important 
province, but, as far as can be gathered from what has appeared in 
the Press, she has forfeited the money which the Government of the 
United States were prepared to pay her for the Canal Concession. 

The Council and Committee submit to your Excellency that it 
would be most unfair that the new State should not take over its 
equitable proportion of the Colombian Debt. 

There are precedents for this course in the case of the separation 
of other States, and, indeed, an instance is supplied in the case of 
Colombia herseU, when the old Republic was split up into the separate 
States of New Granada, Ecuador, and Venezuela, as mentioned 
above. 

We therefore venture to earnestly appeal to your Excellency to 
use your high influence, in order that the claims of the holders of 
Colombian Bonos may receive just and honourable treatment. 
I have the honour to be, &c, &c, 

AVEBURY, 

President. 

Shortly afterwards statements appeared in the Press to 
the effect that the Republic of Panama was prepared to 
assume a proportion of the Colombian External Debt, 
based upon the ratio which her area and population bore 
to that of Colombia. This basis of settlement could not, 
in the opinion of the Committee, be regarded as equitable, 
and a strong protest on the subject was accordingly 
addressed to the Foreign Office, it being at the same time 
suggested that if necessary, the question of the amount of 
Panama's liab ity should be referred to arbitration. 

In order t give the Bondholders the opportunity of 
publicly assei ing their claim to fair treatment at the 

F 2 
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hands of the Panama authorities, it was decided to convene 
a General Meeting of holders of Colombian Bonds. The 
meeting took place on the 27th April, when a large 
number of Bondholders were present, and the following 
Resolutions were unanimously passed : — 

Resolved — That this General Meeting of the holders of Bonds of 
the External Debt of the Republic of Colombia hereby places on 
record its right to require from the Government of Panama that it 
should assume the obligation for a just and equitable proportion of 
the External Debt of Colombia, based on the sum of money which 
that Government will receive from the United States of America in 
respect of the Canal Concession. 

Resolved— That this Meeting earnestly requests H.M. Govern- 
ment and the Government of the United States of America to use 
their good offices on behalf of the Bondholders. 

Resolved — That a copy of these Resolutions be forwarded to His 
Majesty's Government and to the Governments of the United States, 
Colombia, and Panama. 

Resolved— That the thanks of this Meeting be given to the 
Council of Foreign Bondholders and the Committee of Colombian 
Bondholders for their efforts on behalf of the Bondholders, and that 
they be requested to continue to represent the interests of the 
Bondholders. 

In accordance with the vote of the Meeting, the fore- 
going Resolutions were duly communicated to H.M. 
Government and to the Governments of the United States, 
Colombia, and Panama. 

The Council and Committee confidently hope that the 
Government of the United States will use its powerful 
influence in order to see that the position of the External 
Bondholders is in no way prejudiced by the secession of 
Panama, while at the same time they trust that the new 
Republic will signalise her entry into the community of 
nations by dealing honourably and liberally with those 
who have the strongest possible claims to generous treat- 
ment at her hands. 
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Panama Canal Treaty. 

The following is the text of the Treaty between the 
United States and Panama for the construction of the 
canal : — 

The United States of America and the Republic of Panama 
being desirous to ensure the construction of a ship canal across the 
Isthmus of Panama, to connect the Atlantic and Pacific Oceans, and 
the Congress of the United States of America having passed an 
Act approved 28th June, 1902, in furtherance of that object, by which 
the President of the United States is authorised to acquire within a 
reasonable time the control of the necessary territory of the Republic 
of Colombia, and the sovereignty of such territory being actually 
vested in the Republic of Panama, the high contracting parties have 
resolved, for that purpose, to conclude a convention, and have 
accordingly appointed as their plenipotentiaries — 

The President of the United States of America, John Hay, 

Secretary of State, and 
The Government of the Republic of Panama, Philippe Bunau- 
Varilla, Envoy Extraordinary and Minister Plenipotentiary 
of the Republic of Panama, thereunto specially empowered 
by said Government, who, after communicating with each 
other their respective full powers, found to be in good and 
due form, have agreed upon and concluded the following 
Articles * — 

Article I.— The* United States guarantees and will maintain the 
independence of the Republic of Panama. 

Article II.— The Republic of Panama grants to the United States 
in perpetuity the use, occupation, and control of a zone of land and 
land under water for the construction, maintenance, operation, sani- 
tation, and protection of said canal of the width of ten miles, 
extending to the distance of five miles on each side of the centre line 
of the route of the canal to be constructed ; the said zone beginning 
in the Caribbean Sea three marine miles from mean low water mark, 
and extending to and across the Isthmus of Panama into the Pacific 
Ocean to a distance of three marine miles from mean low water mark, 
with the proviso that the cities of Panama and Colon, and the har- 
bours adjacent to said cities, which are included within the boundaries 
of the zone above described, shall not be included within this grant. 
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The Republic of Panama further grants to the United States in 
perpetuity the use, occupation, and control of any other lands and 
waters outside of the zone above described which may be necessary 
and convenient for the construction, maintenance, operation, sanitation, 
and protection of the said canal, or of any auxiliary canals or other 
works necessary and convenient for the construction, main tt nance, 
operation, sanitation, and protection of the said enterprise. 

The Republic of Panama further grants in like manner to the 
United States in perpetuity all islands within the limits of the zone 
above described, and in addition thereto the group of small islands 
in the Bay of Panama, named Perico, Naos, Culebra, and Flamenco. 

Article III. — The Republic of Panama grants to the United 
States all the rights, power, and authority within the zone mentioned 
and described in Article II. of this Agreement, and within the limits 
of ail auxiliary lands and waters mentioned and described in said 
Article II., which the United States would possess and exercise if it 
were the sovereign of the territory within which said lands and waters 
are located to the entire exclusion of the exercise by the Republic 
of Panama of any such sovereign rights, power, or authority. 

Article IV. — As rights subsidiary to the above grants the Repub- 
lic of Panama grants in perpetuity to the United States the right to 
use the rivers, streams, lakes, and other bodies of water within its 
limits for navigation, the supply of water or water power, or other 
purposes, so far as the use of said rivers, streams, lakes, and bodies 
of water and the waters thereof may be necessary and convenient for 
the construction, maintenance, operation, sanitation, and protection 
of the said canal. 

Article V.— The Republic of Panama grants to the United States 
in perpetuity a monopoly for the construction, maintenance, and 
operation of any system of communication by means of canal or 
railroad across its territory between the Caribbean Sea and the 
Pacific Ocean. 

Article VI.— The grants herein contained shall in no manner 
invalidate the titles or rights of private land-holders or owners of 
private property in the said zone or in or to any of the lands or 
waters granted to the United States by the provisions of any Article 
of this Treaty, nor shall they interfere with the rights of way over 
the public roads passing through the said zone or over any of the 
said lands or waters unless said rights of way or private rights shall 
conflict with rights herein granted to the United States, in which 
case the rights of the United States shall be superior. All damages 
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caused to the owners of private lands or private property of any kind 
by reason of the grants contained in this Treaty, or by reason of the 
operations of the United States, its agents or employees, or by reason 
of the construction, maintenance, operation, sanitation, and protec- 
tion of the said canal, or of the works of sanitation and protection 
herein provided for, shall be appraised and settled by a joint com- 
mission appointed by the Governments of the United States and the 
Republic of Panama, whose decisions as to such damages shall be final, 
and whose awards as to such damages shall be paid solely by the 
United States. No part of the works on said canal or the Panama 
railroad, or on any auxiliary works relating thereto and authorised 
by the terms of this Treaty, shall be prevented, delayed, or impeded 
by, or pending such proceedings to ascertain, such damages. The 
appraisal of said private lands and private property, and the assess- 
ment of damages to them, shall be based upon their value before the 
date of this convention. 

Article VI I.— The Republic of Panama grants to the United 
States within the limits of the cities of Panama and Colon 
and their adjacent harbours, and within the territory adjacent 
thereto, the right to acquire by purchase, or by the exercise of 
the right of eminent domain, any lands, buildings, water rights, 
or other properties necessary and convenient for the construction, 
maintenance, operation, and protection of the said canal, and 
of any works of sanitation, such as the collection and disposition 
of sewage and the distribution of water in the said cities of 
Panama and Colon, which, in the discretion of the United States, 
may be necessary and convenient for the construction, mainten- 
ance, operation, sanitation, and protection of the said canal and 
railroad. All such works of sanitation, collection, and disposition of 
sewage and distribution of water in the cities of Panama and Colon 
shall be made at the expense of the United States, and the Govern- 
ment of the United States, its agents or nominees, shall be authorised 
to impose and collect water rates and sewerage rates which shall be 
sufficient to provide for the payment of interest and the amortisation 
of the principal of the cost of said works within a period of fifty 
years, and upon the expiration of said term of fifty years the system 
of sewers and water works shall revert to and become the properties 
of the cities of Panama and Colon respectively, and the use of the 
water shall be free to the inhabitants of Panama and Colon, except 
to the extent that water rates may be necessary for the operation and 
maintenance of said system of sewers and water. 
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The Republic of Panama agrees that the cities of Panama and 
Colon shall comply in perpetuity with the sanitary ordinances, 
whether of a preventative or curative character, prescribed by the 
United States, and in case the Government of Panama is unable or 
fails in its duty to enforce this compliance by the cities of Panama 
and Colon with the sanitary ordinances of the United States, the 
Republic of Panama grants to the United States the right and 
authority to enforce the same. 

The same r'ght and authority are granted to the United States for 
the maintenance of public order in the cities of Panama and Colon 
and the territories and harbours adjacent thereto, in case the Republic 
of Panama should not be, in the judgment of the United States, able 
to maintain such order. 

Article VIII.— The Republic of Panama grants to the United 
Stales all rights which it now has, or hereafter may acquire, to the 
property of the New Panama Canal Company and the Panama Rail- 
road Co npany, as a result of the transfer of sovereignty from the 
Republic of Colombia to the Republic of Panama over the Isthmus 
of Panama, and authorises the New Panama Canal Company to sell 
and fan-fer to the Uni'ed States its rights, privileges, properties, 
and concessions, as well as the Panama railroad and all the shares, 
.or part of the shares of that company ; but the public lands situated 
outside of the zone described in Article II. of this Treaty, now 
included in the concessions to both said enterprises and not required 
in the construction or operation of the canal, shall revert to the 
Republic of Panama, except any property now owned by or in the 
possession of said companies within Panama or Colon, or the ports 
or termin Is thereof. 

Article IX.— The United States agrees that the ports at either 
entrance of the canal and the waters thereof, and the Republic of 
Panama agrees that the towns of Panama and Colon shall be free 
for all time, so that there shall not be imposed or collected custom 
house tolls, tonnage, anchorage, lighthouse, wharf, pilot, or quarantine 
dues, or any other charges or taxes of any kind upon any vessel 
using or passing through the canal or belonging to or employed by 
the United States, directly or indirectly, in connection with the con- 
strjction, maintenance, operation, sanitation, and protection of the 
main canal or auxiliary works, or upon the cargo, officers, crew, or 
passengers of any such vessels, except such tolls and charges as may 
be imposed by the United States for the use of the canal and other 
works, and except tolls and charges imposed by the Republic of 
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Panama upon merchandise destined to be introduced for the con- 
sumption of the rest of the Republic of Panama, and upon vessels 
touching Pt the ports of Colon and Panama and which do not cross 
the canal. 

The Government of the Republic of Panama shall have the right to 
establish in such ports, and in the towns of Panama and Colon, such 
houses and guards as it may deem necessary, to collect duties 
on importations destined to other portions of Panama, and to prevent 
contraband trade. The United States shall have the right to make 
use of the towns and harbours of Panama and Colon as places of 
anchorage, and for making repairs, for loading, unloading, depositing, 
or transhipping cargoes either in transit or destined for the service of 
the canal, and for oth^r works pertaining to the canal. 

Article X. — The Republic of Panama agrees that there shall not 
be imposed any taxes, national, municipal, departmental, or of any 
other class, upon the canal, the railways and auxiliary works, tugs and 
other vessels employed in the service of the canal, store-houses, 
work-shops, offices, quarters for labourers, factories of all kinds 
warehouses, wharves, machinery and other works, property and 
effects appertaining to the canal or railroad and auxiliary works, or 
their officers or employees, situated within the cities of Panama and 
Colon, and that theie shall not be imposed contributions or charges 
of a personal character of any kind upon officers, employees, 
labourers, and other individuals in the service of the canal and 
railroad and auxiliary works. 

Article XL— The United States agrees that the official dispatches 
of the Government of the Republic of Panama shall be transmitted 
over any telegraph or telephone lines established for canal purposes, 
and used for public and private business, at rates not higher than 
those required from officials in the service of the United States. 

Article XII. — The Government of the Republic of Panama shall 
permit the immigration and free access to the lands and workshops of 
the canal and its auxiliary works of all employees and workmen of 
whatever nationality under contract to work upon or seeking employ- 
ment upon, or in any wise connected with the said canal and its 
auxiliary works, with their respective families, and all such persons 
shall be free and exempt from the military service of the Republic 
of Panama. 

Article XIII.— The United States may import at any time into 
the said zone and auxiliary lands, free of customs duties, imposts, taxes, 
or other charges, and without any restrictions, any and all vessels, 
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dredges, engines, cars, machinery, tools, explosives, materials, supplies, 
and other articles necessary and convenient in the construction, 
maintenance, operation, sanitation, and protection of the canal and 
auxiliary works, and all provisions, medicines, clothing, supplies, and 
other things necessary and convenient for the officers, employees, 
workmen, and labourers in the service and employ of the United 
States and for their families. If any such articles are disposed of for 
use outside of the zone and auxiliary lands granted to the United 
States and within the territory of the Republic, they shall be subject 
to the same import or other duties as like articles imported under the 
laws of the Republic of Panama. 

Article XIV. — As the price or compensation for the rights, 
powers, and privileges, granted in this convention, by the Republic of 
Panama to the United States, the Government of the United States 
agrees to pay to the Republic of Panama fhe sum of ten million dollars 
($10,000,000) in gold coin of the United States, on the exchange of 
the ratification of this convention, and also an annual payment during 
the life of this convention of two hundred and fifty thousand dollars 
($250,000) in like gold coin, beginning nine years after the date 
aforesaid. 

The provisions of this Article shall be in addition to all other 
benefits assured to the Republic of Panama under this convention. 

But no delay or diffeience of opinion under this Article or any other 
provisions of this Treaty shall affect or interrupt the full operation and 
effect of this convention in all other respects. 

Article XV. — The joint commission referred to in Article VI. 
shall be established as follows : — 

The President of the United States shall nominate two persons, and 
the President of the Republic of Panama shall nominate two persons, 
and they shall proceed to a decision ; but in case of disagreement of 
the Commission (by reason of their being equally divided in con- 
clusion), an Umpire shall be appointed by the two Governments, who 
shall render the decision. In the event of the death, absence, or in- 
capac.ty of a Commissioner or Umpire, or of his omitting, declining, 
or ceasing to act, his place shall be filled by the appointment of 
another person in the manner above indicated. All decisions by a 
majority of the Commission or by the Umpire shall be final. 

Article XVI.— The two Governments shall make adequate 
provision by future agreement for the pursuit, capture, imprisonment, 
detention, and delivery within said zone and auxiliary lands to the 
authorities of the Republic of Panama of persons charged with the 
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commitment of crimes, felonies, or misdemeanours without said zone, 
and for the pursuit, capture, imprisonment, detention, and delivery 
without said zone to the authorities of the United States of persons 
charged with the commitment of crimes, felonies, and misdemeanours 
within said zone and auxiliary lands. 

Article XVII.— The Republic of Panama grants to the United 
States the use of all the ports of the Republic open to commerce as 
places of refuse for any vessels employed in the canal enterprise, 
and for all vessels passing or bound to pass through the canal which 
may be in distress and be driven to seek refuge in said ports. Such 
vessels shall be exempt from anchorage and tonnage dues on the part 
of the Republic of Panama. 

Article XVIII.— The canal, when constructed, and the entrances 
thereto shall be neutral in perpetuity, and shall be opened upon the 
terms provided for by Section I. of Article III. of, and in conformity 
with all the stipulations of, the Treaty entered into by the Govern- 
ments of the United States and Great Britain on 18th November, 
1901. 

Article XIX.— The Government of the Republic of Panama 
shall have the right to transport over the canal its vessels and its 
troops and munitions of war in such vessels at all times without 
paying charges of any kind. The exemption is to be extended to the 
auxiliary railway for the transportation of persons in the service of 
the Republic of Panama, or of the police force charged with the 
preservation of public order outside of said zone, as well as to their 
baggage, munitions of war, and supplies. 

Article XX.— If by virtue of any existing Treaty in relation to the 
territory of the Isthmus of Panama, whereof the obligations shall 
descend or be assumed by the Republic of Panama, there may be any 
privilege or concession in favour of the Government or the citizens 
and subjects of a third Power relative to an interoceanic means of 
communication, which, in any ot its terms, may be incompatible with 
the terms of the present convention, the Republic of Panama agrees 
to cancel or modify such Treaty in due form, for which purpose it 
shall give to the said third Power the requisite notification within the 
term of four months from the date of the present convention, and in 
case the existing Treaty contains no clause permitting its modifications 
or annulment, the Republic of Panama agrees to procure its modifica- 
tion or annulment in such form that there shall not exist any conflict 
with the stipulations of the present convention. 
Article XXI.— The rights and privileges granted by the Republic 
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of Panama to the United States in the preceding Articles are under- 
stood to be free of all anterior debts, liens, trusts, or liabilities, or 
concessions or privileges to other Governments, corporations, syn- 
dicates, or individuals, and consequently, if there should arise any 
claims on account of the present concessions and privileges or 
otherwise, the claimants shall resort to the Government of the 
Republic of Panama, and not to the United States, for any indemnity 
or compromise which may be required. 

Article XXII. — The Republic of Panama renounces and grants to 
the United States the participation to which it might be entitled in 
the future earnings of the canal under Article XV. of the concession- 
ary contract with Lucien N. B. Wyse now owned by the New Panama 
Canal Company, and any and all other rights or claims of a pecuniary- 
nature arising under or relating to said concession, or arising under 
or relating to the concessions to the Panama Railroad Company, or 
any extension or modification thereof; and it likewise renounces, 
confirms, and grants to the United States, now and hereafter, all the 
rights and property reserved in the said concessions which otherwise 
would belong to Panama at or before the expiration of the terms of 
ninety-nine years of the concessions granted to or held by the above- 
mentioned party and companies, and all right, title, and interest 
which it now has or may hereafter have, in and to the lands, canal, 
works, property, and rights held by the said companies under said 
concessions or otherwise, and acquired or to be acquired by the 
United States from or through the New Panama Canal Company, 
including any property and rights which might or may in the future, 
either by lapse of time, forfeiture, or otherwise, revert to the Republic 
of Panama under any contracts or concessions, with said Wyse, the 
Universal Panama Canal Company, the Panama Railroad Company, 
and the New Panama Canal Company. 

The aforesaid rights and property shall be and are free and released 
from any present or reversionary interest in or claims of Panama, and 
the title of the United States thereto upon consummation of the 
contemplated purchase by the United States from the New Panama 
Canal Company shall be absolute, so far as concerns the Republic of 
Panama, excepting always the rights of the Republic specifically 
secured under this Treaty. 

Article XXI 1 1. — If it should become necessary at any time to 
employ armed forces for the safety or protection of the canal, or of 
the ships that make use of the same, or the railways and auxiliary 
works, the United States shall have the right, at all times and in its 
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discretion, to use its police and its land and naval forces or to 
establish fortifications for these purposes. 

Article XX IV. — No change either in the Government or in the 
laws and treaties of the Republic of Panama sha'l, without the 
consent of the United States, affect any right of the United States 
under the present convention, or under any Treaty stipulation between 
the two countries that now exists or may hereafter exist touching the 
subject-matter of this convention. 

If the Republic of Panama shall hereafter enter as a constituent 
into any other Government, or into any union or confederation of 
states, so as to merge her sovereignty or independence in such 
Government, union, or confederation, the rights of the United States 
under this convention shall not be in any respect lessened or 
impaired. 

Article XXV.— For the better performance of the engagements of 
this convention, and to the end of the efficient protection of the 
canal and the preservation of its neutrality, the Government of the 
Republic of Panama will sell or lease to the United States lands 
adequate and necessary for naval or coaling stations on the Pacific 
coast and on the western Caribbean coast of the Republic at certain 
points to be agreed upon with the President of the United States. 

Article XXVI. — This convention when signed by the Plenipoten- 
tiaries of the contracting parties shall be ratified by the respective 
Governments, and the ratifications shall be exchanged at Washington 
at the earliest date possible. 

In faith whereof the respective Plenipotentiaries have signed the 
present convention in duplicate and have hereunto affixed their 
respective seals. 

Done at the City of Washington the 18th day of November in the 
year of our Lord nineteen hundred and three!. 

JOHN HAY. 

P. BUNAU-VARILLA. 



Financial Situation. 

The Council have been unable to obtain any informa- 
tion from Colombian sources regarding the finances of the 
country. 

In the course of an interesting Report to the Foreign 
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Office (published in January last) on the trade of Colombia 
in 1903, Mr. Vice-Consul Dickson gives a review of the 
financial situation, from which the following passages may 
be extracted : — 

. ..." At the end of the year 1901 exchange stood between 4,000 
and 5,000 per cent. During the first half of the year 1902 it remained 
stationary at about that figure, fluctuating a few hundred points up 
and down. About the month of July a sharp rise began, till exchange 
reached 10,000 per cent. Then came panic on the one hand and 
feverish speculation on the other. Exchange continued to rise above 
10,000 per cent. . . . 

" The great business was to borrow paper money, even at exorbitant 
rates of interest, and buy gold with the proceeds, in the hope that the 
paper debt would be paid by a small fraction of the gold purchased. 
Exchange rose rapidly, till it reached 22,500 per cent. Even then 
there were speculators, confident of a further rise, who bought gold at 
a month's credit at the rate of 25,000 per cent., hoping exchange 
would reach 30,000 or even 40,000 per cent, before settlement day. 
This exaggerated rise was, however, the outcome of a general panic. 
Bad news had been coming from the Isthmus, which rendered the 
situation of the Government extremely critical. With the news of the 
treaty of peace in Panama exchange fell as quickly as it had risen, 
settling, at length, at between 9,000 and 10,000 per cent. The result 
was ruin for many speculators. Upon this came, in the beginning of 
1903, the news of the signing of the Hay-Herran Treaty for the con- 
struction of the Panama Canal by the United States Government. 
At that time little thought was given to its acceptability or non- 
acceptability on political and national grounds. There was no 
discussion on the subject of loss of sovereignty. The public could 
only concentrate its attention on the fact that a Treaty had been 
signed, the effect of which was to bring a sum of ^2,000,000 into the 
country, and the same speculators who, when exchange was rising 
to 20,000 per cent., expected a rise up to 30,000 and 40,000 per cent., 
were now counting on a corresponding fall. Such low rates as 2,000 
and 3,000 per cent, were confidently expected. They were as dis- 
appointed in this case as in the previous one. Exchange for a few 
days fell and even touched 6,000 per cent., but it very soon rose again 
to between 9,000 and 10,000 per cent., where, with the exception of 
slight fluctuations, it has remained ever since 
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" The question of Colombian finances is one that, doubtless, closely 
affects many British interests, and I will, therefore, give the following 
short summary of the events which have gradually led to the present 
crisis. 

" The history of the economic difficulties is the history of the 
National Bank of Colombia. That institution was started in the year 
1 880 (Law 39), and, as the shares that were offered to the public were 
never taken up, it had a purely official character from the beginning. 
From 1881 to 1885 its bills were exchanged for silver at sight and at 
par, and were, therefore, regarded as being equivalent to silver coin. 
During the civil war of 1884-85 there was a run on the bank, in 
consequence of which the Government provided for the suspension of 
cash payments. (Decree No. 1 104 of 1885.) This decree has never 
been abrogated, suspended, or modified. By Law 87 of 20th December, 
1886, the bills of the National Bank were declared inconvertible 
and of forced currency. They were also pronounced the only legal 
tender in Colombia, agreements in any other kind of money being 
prohibited. In 1887 (Law 124) the issue was limited to 12,000,000 
pesos; this limit was, however, exceeded, and, in November, 1894, 
the Government decreed the liquidation of the National Bank (Law 
70). From this date the National Bank ceased to exist as a 
Corporation and became a Government institution. On 16th October, 
1899, the Government published a decree providing for the issue 
of such sums of paper money as the repression of the revolution 
should render necessary. At this date the issue of paper money in 
the country amounted to 46,000,000 pesos. 

" From 16th October, 1899, to 28th February, 1903, the Government 
issued paper money almost as fast as the presses could work, but even 
this was not sufficient to supply the needs of the Government, and 
the Departments of Santander, Bolivar, Antioquia, and the Cauca 
were empowered to issue their own money 

" The Colombian Government has issued an official statement as to 
the quantity of paper money in circulation, which is as follows : — 

Amount. 
Issued by — 

The Central Government $600,398,581 

„ Department of Santander 75 * 000 

„ „ Bolivar 18,702,100 

„ Antioquia 35>938,495-6o 

„ „ the Cauca 44,719,688.70 



Total $700,508,865.30 
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" At the present rate of exchange, 10,000 per cent., the total amount 
of money now in the country is equivalent to ^1,401,017. 14s. 8Jd. . . 

"The balances till due on the Internal Debt amounts to ,£1,379. 2s. 2d. 
Compensation money still due to Colombian citizens for claims 
aiising out of the wars of i860, 1876, and 1885, and recognised by 
the Colombian Government, amounts to ^21,877. 6s. 9d. M .... 



Budget Estimates for 1903-4. 

Mr. Dickson also gives the following summary of the 
Estimates of Revenue and Expenditure for the financial 
year 1903-4:— 

Expenditure $45 1.557.9*9. 55 

Revenue 426,031,000 



Deficit $25,526,929.55 

Reduced to sterling at the exchange of 10,000 per cent 
the estimated Revenue would amount to .£852,062 and the 
estimated Expenditure to £903,115, the deficit being, 
therefore, £51,053. 

Monetary Law. 

A Law u for the Regulation of the Monetary System 
and the Redemption of the Paper Money" was promulgated 
on the 25 th October, 1903. The following are the chief 
provisions of this important measure : — 

The monetary unit of Colombia to be a gold dollar of the same 
weight and standard as that of the United States. Foreign gold 
coins and silver coins of 0*835 an d 0*900 fine to circulate in the 
country at their commercial value. 

From the date of the passing of the Law, all issues of paper money 
to be absolutely prohibited. 

The existing paper money to retain its character of forced currency, 
and its liberatory power in the places where it is in circulation, 
subject to the following provisions :— (1) The right of the parties in 
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public or private transactions to make contracts either in gold or 
paper ; (2) A gold contract to be regarded as fulfilled by the pay- 
ment of an equivalent sum in paper, at the exchange ruling on the 
day of payment ; (3) Silver on the basis of its market price in 
relation to gold to reta : n its character of circulating medium in those 
provinces where it has hitheno been current ; (4) Obligations towards 
foreign houses to be fulfilled in accordance with Article 203 of the 
Commercial Code ; (5) Obligations contracted in legal tender where 
no special class of money is stipulated to be understood as payable in 
forced currency. 

An independent " Council of National Amortisation," consisting of 
five members of knoun probity to be formed, two members being 
appointed by the Senate, two by the Chamber of Representatives, 
and one by the Executive Power. 

The Council 10 sell the gold collected by them by public auction, in 
lots of $1,000, for paper money, and the paper money thus purchased, 
together with that received by the Council for contributions, to be 
publicly burned. The legal rate of exchange to be fixed daily by the 
Council on the basis of that obtaining in the open market. The 
Council, on their own responsibility, to nominate subsidiary Councils, 
with similar functions in the Provincial capitals and elsewhere. 

The following sources of revenue to be assigned to the redemption 
of the paper money, and to be managed by the Council. The receipts 
from the emerald mines of Muzo and Cosquez, and from the mines 
of Santa Ana, La Manta, Supia and Marmato ; those from all pearl 
fisheries and from the exploitation of the National woods ; the pro- 
ceeds of harbour and lighthouse dues, etc., and of export duties, 
including that of vegetable ivoiy, to be levied at the same rate as in 
Ecuador. 

The Council to be authorised to rent the emerald mines for ten 
years. 

The Estimates of Revenue and Expenditure to be drawn up in 
gold. Customs duties to be paid in gold or in gold drafts, and the 
rents ot national properties, such as mines, etc., to be collected 
exclusively in gold. All other revenues to be calculated in gold, but 
levied in paper at rates of exchange fixed for periods of three months. 
Such rates to be based upon the figures of the Council, but for the 
first three months from the promulgation of the Law the rate to be 
10,000 per cent. 

The Council to submit their accounts to the Treasury, and to 
publish in the "Diario Oficial" monthly statements of their 

G 
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operations. The members of the Council to be reappointed every 
four years, but those appointed in 1903 to remain in office until 30th 
September, 1908. 

The Council to issue a new edition of notes in exchange for those 
issued by the Government, and to appropriate for this purpose 
$250,000 from the funds to be received by them for the purposes of 
amortisation. 

With regard to this Law, Mr. Dickson in his report 
makes the following observations : — 

" This Law of free contract is, without doubt, the most important 
measure which has been passed by Congress during its extraordinary 
session. The question of the large amount of paper money circulating 
in the country still presents a serious problem to Colombians inter- 
ested in the welfare of their country. To foreign commerce, however, 
it has lost all its importance 

Various opinions are held as to what will be the effects of this Law 
on the value of the paper bills. The general one is that paper money 
will, in time, cease to have any value whatsoever, for the reason that 
a seller or a person renting property, etc., on credit will naturally 
stipulate on a gold basis, and the debtor, uncertain of the quantity of 
paper which will be necessary on the day of payment to cancel that 
debt, will be careful to procure gold in time. The result of this will 
be that the demand for paper money will cease. It will, for a time, 
be necessary for * small change, 1 but it must be remembered that the 
country already possesses a silver currency still in circulation in a 
few of the districts of the Republic, and this silver currency will, 
before long, fulfil the purposes for which small change is 
required." 

Exchange. 

Throughout 1903 the gold premium varied from 
6,800 to 1 2,000 per cent., whilst in 1904, up to the time of 
the publication of this Report, it has ranged from 9,000 
to 10,000 per cent. 
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COSTA RICA. 



tt A" Bonds 
"B" Bonds 



... £525,000 
... i475>ooo 



£2,000,000 



•Coupons in arrear (January., 
1895, to January, 1897, in- 
clusive) £200,000 

Ditto (October, 1901, to April, 

1904, inclusive) 300,000 



500,000 



£2,500,000 



Costa Rica Committee. 



Right Hon. Lord Avebury, 

Chairman. 
Sir G. Barham. 
Claude Bishop, Esq. 
Hon. Sir C. W. Fremantle, 

K.C.B. 
D. G. Bruce Gardyne, Esq. 
Walter Henty, Esq. 
F. G. Home, Esq. 
J. W. Philipps, Esq., M.P. 



F. Praed, Esq. 
M. Van Raalte, Esq. 
Cecil Sharpe, Esq. 
Cornelius Surgey, Esq. 
R. E. Tomkinson, Esq. 
Rt. Hon. E. R. Wodehouse, 
M.P. 

Secretary, 
James P. Cooper, Esq. 



* Under the Arrangement of 1897 these Coupons, amounting to £250.000, were detached 
from the Bonds and exchanged for non-interest- bearing Certificates for £100,000. Of these 
Certificates, £20,000 (representing £50,000 of coupons) were redeemed by the Government, 
hot in soot a fresh default occurred, and the Bondholders subsequently formally claimed 
reversion to their full rights under the settlement of 1885. 

G 2 
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Area 23,000 square miles. 

Population (Census 1903) 322,618. 

Capital, San Jose*. Population ... 25,000. 
External Debt per head (including 
arrears of Interest) £7. 15s. od. 

President Don Ascensi6n Esquivel. 

Minister and Consul-General of 
Great Britain in Costa Rica 
(resident at Guatemala) ... E. Thornton, Esq. 



History of the Debt (Foreign). 

1827. — On the breaking up of the Central American Federation 
Costa Rica assumed one-twelfth of the Six per Cent 
Federal Debt (£163,000), amounting to £13,500. 

1840. — In this year Costa Rica paid off her portion of the above 
Debt at about 85 per cent, in cash. 

187 1. — A Six per Cent. Loan for ,£1,000,000, with a Two per Cent. 
Sinking Fund, was issued by Messrs. Bischoffsheim & Gold- 
schmidt in two instalments of £500,000 each, the first at 
72 per cent, and the second at 74 per cent. 

1872. — A Loan for ,£2,400,000 was brought out by Messrs. Knowles 
& Foster at 82 per cent, beaiing 7 per cent, interest and 
1 per cent. Sinking Fund. The amount originally allotted 
was £2,089,000, but of this ,£1,426,500 was apparently 
bought in on behalf of the Government previous to allot- 
ment, only £662, 500 remaining in the hands of the public 
Bonds sufficient to bring the total in circulation up to 
£1,483,600 seem to have been taken and disposed of by the 
Agents and guarantors, whilst the balance of £916,400 was 
mainly pledged for advances. 

1874. — Both Loans went into default. 

1875. — The Loans formed the subject of a Parliamentary Enquiry. 

1885. — An Arrangement was entered into through the agency of Mr. 
Minor C. Keith for the settlement of the Debt on the 
following terms : — 

(1.) Creation of a New Consolidated External Debt 
for £2,000,000. 

(2.) Reduction of the principal of the two Loans by 50 
per cent. The total outstanding was £2,691,300 (viz., 1871 



Digitized by VjOOQ IC 



IOI [Costa Rica. 

Loan, ^941,200, and 1872 Loan, j£i,75o,ioo). The differ- 
ence between this amount reduced by one-half and the 
total New Issue (viz., ^2,coo 1 ooo) to be used for payment 
of interest for the first two years, the expenses of the 
Arrangement, Conversion, etc. 

(3.) The New Bonds to be divided into two Series, viz., 
Series "A" to the amount of ^525,000, and Series "B" 
^1,475,000; interest to be paid by Mr. Keith from 1st 
January, 1886, to 1st January, 1888, at the rate of 5 per 
cent, on Series iC A " and 4 per cent, on Series '* B," after 
which the Government to pay 5 per cent, on both Series, 
but the interest on the "A's" to be paid preferentially. 

(4.) A Sinking Fund of 1 per cent, to be applied in 1898 
by half-yearly Drawings at par. 

(5.) For the interest in arrear on 23 Coupons amounting to 
^.649,428 on the 1 87 1 Loan, and on 24 Coupons amounting 
to £iA7°,o%4 on the 1872 Loan, fully paid up Shares in the 
Costa Rica Railway Company, Limited, to be given at the 
rate of ^22. 10s. of Shares for the arrears on each j£ioo 
Old Bond. 

(6.) As security for the payment of the interest on 
the New Bonds, the Government to issue at the be- 
ginning of each year, from 1st January, 1888, "Customs 
Notes " for the total amount of the interest on the New 
Debt in each year, these Notes to be accepted in payment 
of Import and Export Duties, payment in money not being 
allowed until the Customs Notes were first realised. 

(7.) The Old Bonds of the 1871 and 1872 Loans to be 
deposited with the Council of Foreign Bondholders until 
the 1st July, 1894, as a guarantee for the fulfilment of 
the Agreement. In the event of a default on any Coupon 
on the New Bonds up to and including July, 1894, the 
Bondholders to revert to their rights under the 1871 and 
1872 Loans. 

1894. — The. Old Bonds of the 1871 and 1872 Loans were handed over 
to the Costa Rica Government. 

1895. — The Government again went into default, the January, 1895, 
Coupon not being paid. 

1897. — An Arrangement was made on the following terms : — 
(1.) Piincipal to remain unchanged. 
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(2.) Interest on the " A " Bonds to be reduced to 3 per 
cent., and on the " B " Bonds to 24 per cent, per annum, to 
commence from 1st April, 1897. 

(3.) The arrears of interest to 1st April, 1897 (amount- 
ing t0 £ 2 7Si°°°\ to be liquidated by the sum of 
.£131,562. ios. Of this sum ^31,562. 10s. to be paid 
on completion of the Arrangement, and to be appro- 
priated to expenses. Certificates to be issued in ex- 
change for the five Coupons (Nos. 14 to 18 inclusive) 
in arrear, at the rate of ^5 Certificates for each 
;£i2. 1 os. of overdue Coupons. The Certificates to be 
redeemed by drawings by the application of ^5,000 per 
annum for twenty years (=£100,000). 

(4.) From 1st October, 191 7, a non-accumulative Sinking 
Fund, of ;£ 10,000 per annum, to be applied by tenders to 
the amortisation of the principal of the Debt. 

(5.) The sum required for the service of the Debt to be 
remitted monthly. 

(6.) The existing Bonds to be called in and stamped 
with the new conditions. 

(7.) If the service of the Debt should remain in sus- 
pense for six consecutive months, the rights of the Bond- 
holders under the 1886 Arrangement to be revived. 

(8.) Payments to be provided preferentially over those 
in respect of any further loans the Government may 
contract. 

1 901.— Default was made upon the October Coupon. The Govern- 
ment asked for a suspension of payment for two >ears from 
1st April, 1 001, undertaking at the end of that time to 
resume the Debt service in full in accordance with the 1897 
Arrangement, and to pay off at par the arrears accumulated 
during the two years in a period of five years. 

1903-4.— The Government not having resumed the service in April, 

1903, as promised, a public meeting was held in January, 

1904, for the purpose of protesting against the continued 
default and recording the Bondholders 1 reversion to their 
original rights under the 1885 Arrangement. 
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Report. 

Although no effort has been spared to induce the 
Government of Costa Rica to satisfy the just claims of the 
Bondholders, another year has passed during which the 
External Debt has remained in total and unjustifiable 
default 

In September last Mr. Witting, the Financial Agent of 
the Government, was obliged to go to Costa Rica on 
private business, and the Council took advantage of this 
opportunity to request him to remind the Government of 
their assurance that a definite proposal would be submitted 
to the Committee before the end of 1903. At the 
beginning of November, as no communication had been 
received from Mr. Witting, a telegram was sent to him to 
the effect that news was being anxiously awaited and that 
the Bondholders were pressing. To this he replied that 
he had seen the Finance Minister and was writing fully 
by the next mail. About the middle of December the 
following letter was received from Mr. Witting : — 

San Josri, Costa Rica, 

November \6th, 1903. 
James P. Cooper, Esq., 

Secretary of the Council of Foreign Bondholders. 
Dear Sir, 

I am in receipt of your cable of the 10th instant, which 
reads as follows : — "Anxiously awaiting news. Bondholders pressing. 
Please telegraph at once.*' 

I immediately called on the Minister of Finance, and it was agreed 
that I should send you the following cable : — " I have seen the 
Minister of Finance. Will write fully by next mail." 

The Minister informed me that he was very anxious to negotiate a 
Foreign Loan to pay off the greater part of the Floating and Internal 
Debts, bearing high interest (9 to 12 per cent.), and at the same time 
make a fair and satisfactory settlement of the existing Foreign Debt. 
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Negotiations to that effect were entered into with Mr. Keith, but 
finally they fell through, owing to the Government not agreeing to some 
of Mr. Keith's terms. However, they have been hoping that, ere 
long, that gentleman, in his own interest, would change his mind and 
bring forward a new proposition more in accordance with the 
Government's views. 

In the meantime, and in order not to lose time, the Minister of 
Finance has sent a proposition to some European Bankers. He 
hopes to receive definite news on that subject before the end of the 
present year, but should their answer be unsatisfactory, then the 
Government proposes making a last effort to raise the Loan of 
,£500,000 which is urgently required to consolidate the National 
Finances. To ob'ain that sum it is prepared to grant very ample 
security to the present Bondholders and to the subscribers of the 
new Loan. 

The terms of said option, as you are well aware, cannot be made 
public without seriously endangering the successful issue of the pro- 
posed Loan and Settlement. 

In view of the exceptionally good guarantee which the Government 
is prepared to grant to the subscribers of the new Loan and to the 
existing Bondholders, I am of opinion that, in their own interest, 
they should grant a definite extension of time of, say, six months, 
beginning the 1st of January next. If by that date (1st January) ihe 
present negotiations have fallen through, then it is the intention of 
the Government to send a Special Commissioner to Europe. He, 
and myself, would receive the necessary power and instructions to 
carry out the proposed negotiations in Europe. If during those six 
months no Bank or Syndicate takes up that business, the Government 
will then drop the proposed scheme and limit itself to the simple 
settlement of the existing Debt. 

With regard to the economical condition of the country, I find to 
my regret that it is not so satisfactory as I was led to believe when 
in London. It is true that Banana growing is now a very paying 
industry ; growers are doing exceedingly well, and new plantations 
are springing up rapidly in the vast and fertile section of the country 
which is adapted to that culture. Unfortunately, the direct benefit to 
the country is not so great as the statistical returns show. From the 
export sum a large proportion has to be deducted, viz., profit of 
owners and 50 per cent, of the railway freight. The plantations are 
mainly owned by the United Fruit Company and other foreign 
corporations. 
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The present Coffee crop is turning out to be very small. This will 
react on business generally. It is true that Coffee prices are show- 
ing a distinctly firmer tone, but owing to such a small crop the 
country will not benefit much this year from that improvement. The 
liquidations of the outstanding credits of Coffee growers and mer- 
chants have not all been completed. Till that is finally cleared there 
is not much prospect of renewed business activity. The immediate 
prospects of the country are not very encouraging, but I consider 
that it has a great future. Coffee, after a prolonged and severe 
crisis, is looking up again. Banana growing, which is practically a 
new staple, has a vast future, and the country will no longer be 
dependent on Coffee alone for its prosperity and wtll-being. How 
the present Coffee crisis has affected the Government's revenue 
duiing the last three years will be clearly shown in the following 
figures : — 

Revenue. Expenditure. 

1900-1 $8,700,833 ... $9,300,000 

1901-2 5,646,896 ... 5,865,522 

1902-3 5.522,894 ... 5.500.000 

Average exchange : — 1900, 127*12; 1901, 113*17; 1902, 10975. 
These figures plainly show that the present Adrrinistration has 
had to struggle with financial difficulties of no mean order, and that 
it was not in a position to set any sum apart for remittance to its 
foreign creditors. The Government regrets very much that, owing 
to the utter exhaustion in which it had to take over the national 
exchequer, it has not been able to meet all its obligations, as it is 
fully alive to the importance of upholding the credit of the Republic. 
Both his Excellency the President and his Excellency the Minister 
of Finance have personally assured me of their willingness and firm 
purpose to do their best on behalf of the Bondholders. I therefore 
trust they will see their way, and grant the Government time till the 
30th of June, 1904, to enable them to continue their present negotia- 
tions, which, if carried through, will greatly benefit the present 
Bondholders. 

I am, etc., 

FEDERICO WITTING, 
Financial Agent of the Costa Rica 
Government. 

On receipt of this unsatisfactory communication, a 
telegram was at once sent to Mr. Witting, informing him 
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that the Committee had been called for the 15th December, 
and asking that, pending the conclusion of a definite settle- 
ment, the Government should make monthly payments, 
commencing 1st January, 1904. Mr. Witting replied 
that the Government was unable to pay anything whatso- 
ever before the 30th June, 1904, and a few days later a letter 
was received from the Minister of Finance which purported 
to be an acknowledgement of the communication sent to 
the President of the Republic in June, 1903, and of which 
the following is a translation : — 

[Translation.] 

Ministry of Finance and Commerce, 

San Jose", lgtA November, 1903. 
James P. Cooper, Esq., 

Secretary of the Council of Foreign Bondholders. 

Sir, 

The President of the Republic has charged me to reply to 
your letter in which the Government was urgently called upon to 
resume the service of the interest on the External Debt. 

The rehabilitation of the Public Credit is certainly one of the chief 
desires of the present Administration, and it is making every possible 
effort in that direction. It is true that, up to the present, it has only 
been able to succeed in so far as the Internal Debt is concerned, but 
it cherishes the hope that before long it will be able to say the same 
with regard to the External Debt, for, the administrative expenses 
being adjusted as they are, any effort which may be made to increase 
the agricultural production will bring about a favourable reaction in 
the country, which must place the Government in a position to fulfil 
without interruption the old engagements contracted with the Bond- 
holders. 

Everything depends, therefore, upon giving a reasonable time in 
order that the Republic, developing its valuable natural resources, 
may be able to meet its earlier engagements, and for this purpose the 
Government has solicited from outside the country the necessary 
means for the promotion of agricultural production, means which, 
moreover, will also in due course permit the payment of the interest 
due on the External Debt up to the present. The negotiations to 
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this end are now in course of arrangement, and for this reason the 
time has not yet arrived to give you a definitive answer. I think, 
nevertheless, that much time will not elapse before I can address 
satisfactory information to you. 

I am glad, therefore, to be able to reiterate to you the assurance 
that the Government is making every effort to meet the obligations 
contracted, amongst which the External Debt appears preferentially, 
and in view of this I venture to hope that the Council of Bondholders 
will extend for six months more, or until the 30th June next, the 
period conceded for the temporary suspension of the payment of 
interest. 

I have the honour, etc., etc., 

MANUEL J. JIMENEZ. 

The foregoing communications were considered by the 
Committee, who came to the conclusion that there was no 
course open to them but to request the Council to call the 
Bondholders together to protest against the continued 
default and formally record the resumption of their 
original rights under the Arrangement of 1885. Mr. 
Witting was advised by telegram of this decision, but 
nothing was heard either from him or the Government 
before the date of the meeting, which took place on the 
19th January. A very considerable number of Bond- 
holders were present, and, the situation having been fully 
explained by the Chairman, the following Resolutions were 
unanimously passed : — 

Resolved : 

That this general meeting of holders of Costa Rica bonds protests 
against the suspension by the Government of Costa Rica of the 
payment of its External obligations — a suspension which has b;en 
actually prolonged beyond the time asked for in September, 19CI, by 
the Government itself. 

Resolved : 

That this meeting desires to place on record the resumption by the 
Bondholders of their full rights under the Arrangement of 1889, and 
requests the Council of Foreign Bondholders to return to those 
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holders of certificates who may desire the unpaid Coupons lodged 
under the set'lement of 1897, and to notify to the Committee of the 
London Stock Exchange, and to such other European bourses as they 
may deem desirable, the resolutions passed by this meeting. 

Resolved : 

Th*t the thanks of this meeting be given to the Council of Foreign 
Bondholders and the Committee of Costa Rica Bondholders for their 
services, and that they be requested to continue the r efforts to bring 
about a settlement of the Bondholders' claims. 

Copies of the above Resolutions were forwarded to 
the Government of Costa Rica, to the London Stock 
Exchange, and to some of the Foreign Bourses. A 
Spanish translation of the Report of the proceedings at 
the Meeting was also sent to Costa Rica and extensively 
circulated there. 

As regards the redelivery of the Coupons unpaid under 
the Arrangement of 1897, the Council, at the request of 
some of those most interested in the matter, decided to 
give the holders the option of either receiving back the 
actual Coupons or exchanging the existing certificates 
for new certificates representing the full value of the 
Coupons, at the rate of £250 of the latter for ^100 of the 
former. In almost every case the holders have preferred 
to receive new certificates. 

The additional six months' delay to 30th June, 1904, 
asked for by the Government has passed by, and no 
arrangement has been made with the Bondholders for a 
resumption of payments. It can only be concluded that 
the Government had no real intention of carrying out their 
undertaking, and that their sole object was to gain further 
time. 

It will be seen from the President's Message and the 
Report of the Minister of Internal Development, dealt 
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with below, that the Government, whilst disregarding 
the claims of the External Bondholders, take credit for 
having paid their Internal obligations and disbursed a 
large sum in cash in connection with the Pacific Railway. 

Costa Rica Railway. 

The Report of the Company for 1903 showed gross 
receipts amounting to £228,823, as compared with 
£243,140 in 1902. The working expenses absorbed 
5177 percent, of the gross receipts, as against 4785 per 
cent, in 1902. The balance of nett revenue available after 
the payment of interest on debentures, etc., was insufficient 
to provide for the distribution of a dividend on the shares, 
and it was proposed to utilise a part of it in repairing the 
damage to the line occasioned by the heavy landslides 
which had taken place in December. In the course of his 
speech at the Annual Meeting the Chairman mentioned 
that the Company's interests had been prejudiced by the 
action of the United Fruit Company in building a rival 
pier af Limon, and that the behaviour of the Government 
in the matter had been most unfair. He thought it, how- 
ever, reasonable to assume that 1904 would prove a better 
year than 1903. 

The President's Message. 

The Message presented to Congress by President 
Esquivel on the 1st May last contains very little informa- 
tion calculated to interest the Bondholders. 

The working of the Pacific Railway, the President 
said, had been continued during the past year, and 
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although no great profit had been drawn from the line, 
the traffic had increased, and promised to become very 
considerable when the railway was, as it shortly would be, 
entirely completed. The question of a terminal port on 
the Pacific was one requiring reconsideration. The cost of 
making the terminus at Tivives would be heavy, and the 
choice of Puntarenas appeared more suitable as being less 
prejudicial to existing interests. 

Even though the state of the Public Finances was far 
from flourishing, a period of improvement had begun 
which pointed towards entire rehabilitation at no distant 
date. The acute crisis through which the country had 
been passing was disappearing, the price of Coffee had 
risen, the spirit of enterprise was making itself felt, and 
trade, as was shown by the large increase in the Customs 
Receipts as compared with the Budget Estimates, was 
once more beginning to improve. In addition to meeting 
the cost of administration the Government had been able 
to pay its Internal obligations and to effect a final settle- 
ment with the contractor for the Pacific Railway, with the 
result that henceforth the nation would reap the profits to 
be derived from the line. Various persons had deposited in 
the hands of the Government considerable sums which it 
had been possible to employ advantageously. 

The President also stated that the question of the 
External Debt had formed a serious preoccupation for 
the Government, but that the heavy obligations which it 
implied for the country had rendered it impossible to meet 
the service as would have been wished. He was, however, 
convinced that at no distant date Costa Rica would be able 
to provide for this legitimate claim and to enter into 
arrangements which would demonstrate to her External 
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creditors that good faith by which her acts had always 
been inspired, and which it would be most unjust not to 
recognise. 

Report of the Minister of Internal 
Development. 

The most interesting portion of the Report presented to 
Congress on the 20th June, 1904, by the Minister of Inter- 
nal Development deals with the liquidation of accounts 
with the contractor for the Pacific Railway, the two com- 
pleted sections of which were taken over by the Govern- 
ment in virtue of an Arrangement concluded in December, 
1902. 

The sum due to the contractor on account of the con- 
struction of the line was $2,798,351.28 gold. Of this 
one-half, equivalent to 3,372,029.37 colones, had been paid 
in cash. The other moiety, plus a special indemnity of 
$50,000 gold, had been liquidated by means of the delivery 
of Bonds requiring for their service a quarterly payment 
of $21,735 gold. 

The receipts from the lines during the financial year 
1903-4 amounted to 189,853 colones, which, as compared 
with the working expenses amounting to 191,136 colones, 
showed a deficit of 1,283 colones. The expenses, however, 
included 22477 colones spent on repairs, part of which 
was deducted from the sum paid to the contractor. 

Budget for 1903-4. 

The Budget for 1903-4 was published on 31st July,, 
1903, and reached the Council after the publication of 
their last Report. The details of the Estimates were as 
follows : — 
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ESTIMATES OF REVENUE. 



eceipls, Port Dues, etc. 
fenue 

evenue 

i Stamped Paper ... 
ds and Sale of Property 
Telegraph Services 

istry Office 

rinting Office 

Receivable 

lway 



Total 



1903-4. 



Colones. 
3,080,000 
1,350,000 

275.00° 
97,000 
60.000 

160, coo 
28,000 
15,000 
30,000 

180,000 
42,500 
57.500 



5.375.ooo 



ESTIMATES OF EXPENDITURE. 





1903-4. 




Colones. 


Po*er 


62,350 


it of Government 


481,040 


Police 


140,572 


Internal Development 


437,925 


War 


434,274 


Police of Order and Security 


290,640 


Marine 


45.460 


Foreign Affairs 


41,500 


Public Worship 


21,600 


Beneficence 


27,840 


Public Instruction 

Justice 

Finance (Administrative) 


774.966 
259.284 
281,460 


:. ... ... 


75.ooo 


of Monopolies .. 


375.000 


Amortisation of Internal Debt 


i»3 I 7,037 


of Limon Custom House 


80,000 


; to Banks, etc 


40,000 




137,100 


Total 


5»323.948 
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Trade Statistics, 1903. 

The following summary of the value of Imports and 
Exports during 1903 is taken from the Report of the 
Minister of Internal Development : — 



IMPORTS. 

Value of Consular Invoices 

Parcels Post 

Goods Imported in Vehicles 

,, „ via the Sarapiqui Frontiers 
Live Animals 

Total 



$ U.S. Gold. 

4,716,106 

173.553 

17,998 

916 

344,409 
$5,252,982 



EXPORTS. 



Coffee ... 
Bananas 
Timber... 
Hides ... 
Indiarubber 
Live Animals 
Gold in bars 
Sundries 



Total 



$ U.S. Gold. 

4,231,459 

2,312,578 

156,782 

86,84c 

71,858 

77,i82 

228,237 

I35,24<> 

$7,300,181 



Imports... 
Exports... 



SUMMARY. 



Excess of Exports 



$ U.S. Gold. 
5,252,982 
7,300,181 

$2,047,199 



H 
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President General Leonidas Plaza. 

British Minister at Quito (resident 

at Lima) ... W. N. Beaucierk, Esq. 

Consul- General of Ecuador in 

Great Britain Don C. Nevares. 



History of the Debt (Foreign). 

1820-34. — See Colombia. 

1834.— By the Convention of 1834, Ecuador was made responsible for 
2i£ per cent, of the original Colombian Debt, or ,£1,424,579, 
upon which the arrears of interest amounted to ,£683,798. 

1834-54. — No interest was paid by Ecuador during this period. 

1855. — In this year an Arrangement was made by which : — 

(1) The total Debt was fixed at ;£ 1,824,000, of which 
^400,000 was given in exchange for ;£ 1,000,000 of the 
arrears of interest. 

(2) The balance of the arrears amounted to ,£1,482,120. 
Of this, ,£400,000 was cancelled, and Land Warrants (sub- 
sequently taken over by the Ecuador Land Company, 
Limited, now holding about 200,000 cuadras in the Pailon 
and at Atacamas), were issued against ,£566,120, whilst 
$860,000 in Peruvian Four and a-half per Cent. Bonds were 
given in satisfaction of the remaining ,£516,000. These 
latter Bonds were paid by Peru to Ecuador in liquidation of 
a debt contracted prior to 1834 with the old Republic of 
Colombia of which Ecuador then formed part. 

(3) Interest on the New Debt was to be paid at the rate 
of 1 per cent, as long as the Customs Receipts at Guaya- 
quil should not exceed $400,000 per annum. Of any excess 
over this sum the Bondholders were to receive one-fourth 
until the maximum rate of 6 per cent, was attained. 

1868.— The Loan went into default in May, 1868. 

1888-9.— During this period various unsatisfactory proposals were 
made for the settlement of the Debt in default, which how- 
ever led to no result. 

1890.— In August, 1890, an Arrangement was drawn up for the con- 
version of the Bonds of 1855 (j6'»824,ooo, with arrears of in- 
terest amounting to ^422,560), into a New Consolidated Debt 
H 2 
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of j£7 50,000: interest to be at the rate of 4^ per cent. 
for the first five years, commencing 1st January, 1891, 
4} per cent, for the second five years, and 5 per cent, there- 
after. A Sinking Fund of i per cent, for 5 years, and 1 
per cent, afterwards, was to be applied by Drawings at par. 

The proceeds of an additional 10 per cent. Import Duty 
were assigned by Congress as security for the service of the 
Debt ; and it was further provided that, in the event of the 
sum received from this source not being sufficient to meet 
the half-yearly service, the Government would make good 
the deficiency from other sources. 

This Arrangement was accepted by the Bondholders 
subject to the Old Bonds being deposited in the hands of 
Trustees, and cancelled only in the same proportion as the 
corresponding New Bonds were redeemed. 

The Government refused to accept this stipulation. 
1 89 1 -2. — A Company called the Ecuador National Railway Company, 
holding the concession for the completion of an important 
Railway in Ecuador under a Government guarantee, offered 
to give ^15 in fully paid-up Railway Shares in respect of 
each ;£ioo New Bonds, provided the Bondholders accepted 
the Arrangement of August, 1890, unconditionally. The 
Bondholders consented to this proposal, and in November, 
1 891, ratified the Arrangement of August, 1890, without the 
reservation above mentioned. 

The existing Bonds of 1855 were converted at the rate of 
^40 New Bonds for each ^100 principal of the Old Debt 
with all Arrear Coupons attached. The collection of the 
10 per cent, additional Import Duties was ordered by the 
Government to commence from 1st June, 1892, and interest 
on the New Bonds to run from that date. Certificates of 
claim for the seventeen months' interest unpaid from 1st 
January, 1 891, to 31st May, 1892, were issued by the Council. 
The Government refused to provide for the expenses of 
the Debt service, which had to be borne by the Bond- 
holders. 

(The Concession held by the Ecuador National Railway 

Company has lapsed.) 

1894.— In July, 1894, after the payment of the third half-yearly 

Coupon on the ** New Consolidated Debt," Congress passed 

a Law suspending the payment of interest, and ordering that 
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the 10 per cent, additional Import Duties should be the only 
security for the service of the Debt. The maximum rate of 
interest to be reduced from 5 per cent, to 4 per cent., and a 
Sinking Fund of 1 per cent, on the nominal amount of the 
Debt to be a first charge on the funds remitted ; the balance 
only being applicable to interest. Pending the acceptance 
of this Law the collections of the 10 per cent, surtax were 
to be placed in one of the Guayaquil Banks at six months' 
deposit. 

1 he Bondholders, having no effective means of resisting 
the demands of the Government, resolved to accept the Law 
with the reservation that they relied on the good faith of the 
nation that, when Congress re-assembled, provision would be 
made for the payment of the deficiency of interest. 

1895. — The Government refused to accept this Resolution, and in 
February, 1895, the Bondholders accepted the Law uncon- 
ditionally. 

A new Arrangement was drawn up, and on this being 
signed, the Government handed over to the Bondholders' 
Agent the Deposit Notes for the proceeds of the 10 per cent, 
surtax lodged in the Bank from the middle of July, 1894, to 
the middle of February, 1895. 

1806. — In March, 1896, the Government again suspended the service 
of the Debt pending a new Arrangement with the Bond- 
holders, the proceeds of the 10 per cent. Import Duties being 
meanwhile ordered to be deposited, as before, in one of the 
local banks. 

The Coupon due 1st May, 1896, was part paid at the 
rate of i per cent. 

1897. — A Concession was obtained from the Government in June, 
1897, by an American Syndicate, afterwards incorporated as 
the Guayaquil and Quito Railway Company, for the con- 
struction of the Railroad to Quito. In October, 1897, an 
Arrangement was made between the Bondholders and the 
Railway Company for the purchase of the External Debt by 
the latter on the following conditions : — 

The Bondholders to receive $175 Six per Cent. First Mort- 
gage Bonds of the Railway Company, carrying interest from 
1st January, 1898, and a cash bonus of £2. 10s. in exchange 
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for each ^ioo of External Debt Bonds with interest in 
arrear. The Railway Bonds thus given in exchange for 
the External Debt to be redeemable at par on istjuly, 
1902. The Railway Company to give by the 1st May, 
1898, a London Banker's guarantee, or other adequate secu- 
rity, to the satisfaction of the Committee, for the payment 
of the principal and interest of the Railway Bonds issued 
under the Contract. The External Debt Bonds to be held 
by the Council as security, and to be returned to the Bond- 
holders in the event of fai ure on the part of the Railway 
Company to carry out their Contract. The Railway Bonds to 
be delivered to the Council by 31st May, 1898, and meantime 
the Council to issue negotiable Receipts in the place of 
the Bonds deposited. 

1898. — The above-mentioned security not having been given, a 
Supplementary Agreement was made with the Railway 
Company on 30th April, 1898, with regard thereto. Under 
this Agreement the Railway Company undertook to deposit, 
during the year 1898, a sum in cash equal to one-half of 
the nominal amount of the Railway Bonds to be given in 
exchange for the Bonds of the External Debt, and if the 
guarantee was not given by 31st December, 1898, the 
Council were to apply the cash to the purchase at par of 
one-half of the Railway Bonds. The Railway Bonds to be 
delivered to the Council by 1st October, 1898. 

The Arrangement was not carried into effect as regards 
the cash payment, nor were the Railway Bonds delivered 
at the date specified. 

1898.— On 1 6th November, 1898, an Arrangement was entered into 
between the Railway Company and the Government of 
Ecuador, subject to ratification by Congress, under which 
the Government agreed to recognise the External Debt at 
35 per cent, of its face value, to pay 4 per cent, interest and 
1 per ctnt. sinking fund on the reduced amount, and to give 
the Railway Company, as -holders of the Bonds of the Ex- 
ternal Debt, from the funds deposited in the Bank represent- 
ing the 10 per cent, additional import duties assigned for 
the payment of the External Debt, the sum of ^33,950. 10s. ; 
said sum being the amount of commission and interest 
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already accrued and pa>d to the External Bondholders by the 
Railway Company. The Railway Company to deposit, as a 
guarantee, in Customs Bands, or in Bonds of the External 
Debt at the rate of 35 per cent, of their face value, a sum 
equal to the amount advanced by the Government. 

1899. — The Railway Company having declared that they were not 
prepared to find the cash for the redemption of one-half of 
the Railway Bonds under the Agreement of 30th April, 
1898, two further Contracts, dated 6th and 13th March, 1899, 
dealing principally with the question of security, were made 
between the Company and the Committee, and approved by 
a General Meeting of the Bondholders. 

Under these Contracts the Railway Company undertook 
to place in a London Bank the sums to be provided by the 
Government of Ecuador under the Agreement of i6tb 
November, 1898, for interest and sinking fund in respect of the 
Bonds of the External Debt, deposited for conversion into 
Railway Bonds, and held by the Council as collateral 
security. These payments to be accumulated and invested 
until sufficient to redeem at par the outstanding Railway 
Bonds issued in exchange for Bonds of the External Debt. 
The Railway Company unconditionally guaranteed that 
the amount to be paid each half-year on this account should 
not be less than ^6,250. 

The Railway Company to deliver to the Council for 
cancellation negotiable Receipts representing Bonds of the 
External Debt to the nominal amount of ,£114,000.° The 
Council to lodge with a London Bank ^285,700° nominal 
of External Bonds, for the purpose of providing the 
guarantee of $500,000 American gold required by the Govern- 
ment of Ecuador for the due performance of the Contract 
between the Railway Company and the Government regard- 
ing the construction of the Railway. 

The Railway Bonds to be delivered at laiest by 20th 
September, 1899^ 

* The Railway Company subsequently delivered to the Council for cancellation an addi- 
tional ,£9,300 of negotiable Receipts, and the amount of External B. nds lodged with the 
Bank was thus increased to ;£ 295,000. 

f The Bonds were handed to the Council on the 20th December, 1809, being known 
a* "Special Series" Bonds. 
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1900.— A further supplementary agreement, dated 12th January, 1900, 
was made between the Bondholders and the Railway 
Company. The principal points of this Agreement were 
as follows:— 

(1) The sum of £6,250 (which the Railway Company 
undertook to provide half-yearly as a special Sinking Fund) to 
be applied half-yearly by Drawings of the Railway Bonds of 
the Special Series at par instead of being accumulated. 

(2) Bonds drawn in respect of the ordinary Sinking Fund 
of 1 per cent, (which was fixed at $5,070 half-yearly) to be 
cancelled. Bonds drawn in respect of the special Sinking 
Fund (£6,250 half-yearly) to be returned to the Railway 
Company uncancelled after being stamped to the effect that 
they were discharged from the special security and benefits 
under the various agreements with the Company. 

(3) Holders of three-fourths of the Railway Bonds out- 
standing to have the power at any time to modify or release 
any of the provisions of the agreements. Such assent to be 
given by a deposit of the Bonds, and the minority to be 
bound thereby. 

1 900-1. — The Railway Company having entered into a Contract dated 
2nd March, 1900, with the Government of Ecuador for the 
delivery to the Government of the Bonds of the External 
Debt, and the substitution in their place of other security, 
submitted a new proposal to the Council. 

A further Agreement dated 12th April, 1901, was made 
between the Railway Company and the Bondholders, under 
which the Company undertook : — 

(a) To purchase on the market $100,000 Railway Bonds of 
the Special Series — such Bonds to be withdrawn from the 
Special Series. 

(b) To purchase from the Bondholders any Bonds of the 
Special Series which might be tendered for sale at 75 per 
cent, of their nominal value — Bonds thus purchased to be 
also withdrawn from the Special Series. 

(c) To increase the Sinking Funds, applicable to the with- 
drawal and amortisation of the remaining Bonds of the 
Special Series, by about ,£4,000 per annum. 
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The Bonds of the External Debt held as security by the 
Council and the Bankers under the Agreements of 6th and 
13th March, 1899, to be delivered to the Railway Company, 
on their substituting in their place $750,000 Railway Bonds 
of the general issue and not less than 76,000 Gold Condoies 
Bonds, the latter bearing 4 per cent, interest and 1 per cent. 
Sinking Fund, and to be issued by the Government of 
Ecuador. 

The Railway Company to have the option to purchase a 
further $200,000 Railway Bonds of the Special Series, and 
lodge them as security in lieu of the 76,000 Condores Bonds. 
Such Railway Bonds to be thereupon withdrawn from the 
Special Series. Any Bonds purchased at 75 under (b) above 
to form part of this additional $200,000 of Bonds. 

Should the Railway Company default on any obligation 
under the Agreement, the Council to have the right to sell 
the Secuiity Bonds, in the event of the default not beirg 
made good within two months after notice of intention to 
sell having been given to the Railway Company. 

[The above-mentioned substitution of new security for 
the External Debt Bonds was not made by the Railway 
Company, nor the option exercised.] 
1003.— The funds required for the Special S'nking Fund of 5th 
January and 5th July, 1903, were not provided by the Rail- 
way Company. 

A further Agreement was entered into with the Railway 
Company on the 22nd July, 1903, which provided that : — 

(1) Out of the accumulative Sinking Fund applicable to 
the General Bond issue of the Railway Company, the sum 
of $90,500 should be preferentially applied to the amortisa- 
tion of the outstanding Bonds of the Special Series by 
purchases on the market if below par, or by drawings at par 
if the price is at or above par. Bonds so purchased or 
drawn to then form part of the Ordinary Series. This 
Sinking Fund to be in substitution of the Sinking Funds 
provided under the previous Agreements, and the first 
amortisation to take place on 1st January, 1904. 

(2) The Railway Company to deposit $250,000 of Railway 
Bonds of the ordinary issue, to be held as collateral security 
for the due performance of the contract. 
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(3) The External Debt Bonds held by the Council and the 
Bankers under the Agreements of March 6th and 13th, 1899, 
to be surrendered to the Government. 

(4) The arrangment to be subject to acceptance by the 
holders of three-fourths of the Special Series Bonds out- 
standing on or before 31st October, 1903. 

(5) The other provisions of the existing Agreements to 
remain in force. 

1904. — The Government of Ecuador delivered to the Guayaquil and 
Quito Railway Company Condores Bonds for ,£77,900. 
(See Report below.) 



Report. 

The Agreement of 22nd July, 1903, with the Guayaquil 
and Quito Railway Company was duly approved by the 
holders of three-fourths of the Special Series Bonds 
outstanding, by the 3rd October, 1903, and the External 
Debt Bonds held as collateral security were accordingly 
handed over to the Government. 

The Council regret to state that Mr. Lizardo Garcia, in 
his report to the Government regarding the negotiations 
of last year, which was published after his return to 
Ecuador, gave utterance to some remarks which are sur- 
prising not only on account of their inaccuracy, but also 
owing to the extraordinary language in which they are 
couched. Mr. Garcia betrays a profound ignorance as to 
the situation which existed when he came to London 
This may be briefly stated as follows : — The Guayaquil 
and Quito Railway Company had entered into certain 
agreements with the Bondholders to purchase the Bonds 
of the old External Debt, and they had also entered into 
a contract with the Government of Ecuador to hand over 
to it these External Bonds. The Council were not parties 
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to this latter agreement, but they were quite ready to 
deliver to the Railway Company the External Debt Bonds 
which they held as collateral security on behalf of the 
Bondholders as soon a* the Railway Company had fulfilled 
the terms of their Agreements with the Bondholders. 

To Mr. Garcia's demand that they should immediately 
give up to him the External Debt Bonds, the Council 
replied that they could not possibly consent to do this until 
th? Railway Company had either fulfilled their contract as 
regards the substitution of other security or had entered 
into some new arrangement satisfactory to the Bondholders* 
Mr. Garcia was treated with every possible courtesy and 
consideration, and in the end an arrangement was 
arrived at under which the Bonds were delivered t<* the 
Government. 

Mr. Garcia appears to be much exercised in his mind 
because, as he expresses it, " the Corporation of Foreign 
Bondholders is not an institution formed to concentrate 
and regulate the movement and service of securities," 
but " exists for the better exploitation of weak and innocent 
countries." It is a little difficult to follow what is meant 
by this, but Mr. Garcia should remember when he speaks 
of " innocent " countries, that probably no country in the 
world has scaled down its Debt as frequently or as unjustly 
as Ecuador, and there certainly has not been room for 
much " exploitation " on the part of her creditors. There 
is no doubt whatever, that although Ecuador has managed 
to get rid of her External Debt on terms unduly favourable 
to herself, she will feel for many years to come the effect 
of her dishonourable behaviour to her creditors, and, in 
the long run, she will pay dearly for what she has tem- 
porarily gained by the repudiation of her obligations. 



Digitized by VjOOQ IC 



124 



Interest and Sinking Fund. 

I 
The interest on the Railway Bonds of the Ordinary and 

Special Series has been duly paid, although a slight delay 
took place in the payment of the January, 1904, coupon. 

The application of the Sinking Fund of $90,500 per 
annum resulted in the amortisation of the following 
amounts of Special Series Bonds : — 

First Amortisation, January, 1904 , $$6,000 

Secord do., July, 1904 56,000 



Total $112,000 



The following statement shows the amount of Special 
Series Bonds issued and at present outstanding : — 

Special Series Bonds issued $1,014,000 

(a) Purchased by the Railway Company 
under the Agreement of 12th April, 
1001 $144,000 

(l>) Redeemed by drawings at par by the 
Sinking Fund (No. 1) under Agree- 
ments prior to that of 22nd July, 1903 59>O0O 

(a) Paid off by drawings at par by the 
Sinking Fund (No. 2) under the same 
Agreements 231,000 

434,000 
(a) Purchased for the Sinking Fund on the 
market, January and July, 1904, in 
accordance with the Agreement of 

22nd July, 1903 112,000 

546,000 



Leaving outstanding ... $468,000 



Note. — The Bonds marked (a) have been returned to the Railway Company, the sheet 
of "special conditions" being detached from them. They no longer form part of the 
Special Series, but belong to the general issue of the Company. The Bonds marked (*) 
have been cancelled. 
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Condores Bonds. 

On the delivery to the Government of Ecuador of the 
Bonds of the Old External Debt purchased by the Rail- 
way Company, the Government handed the Company 
$750,000 Railway Bonds of the ordinary issue (which was 
the amount paid to the Government by the Company, 
under their original concession, for the completed portion 
of the Railway from Duran to Chimbo) and Condores 
Bonds tc the amount of £77,900. 

The original amount of the Condores Bonds was ^"83,400, 
of which £5,500 had been paid off by the Sinking Fund 
when the delivery to the Railway Company was made. 
The Condores Bonds bear 4 per cent, interest and 1 per 
cent Sinking Fund applicable by drawings at par ; they are 
secured on the proportional part of 10 per cent, of the 
Customs receipts. 

A nominal public issue of these Bonds at 68 per cent, 
was made by the Railway Company in London, in Febru- 
ary, 1904, but it is understood that practically the whole 
of them were distributed amongst the Shareholders in the 
Ecuadorian Association, Limited, each shareholder receiv- 
ing a certain amount of Preference Shares of the Railway 
Company in exchange for his shares in the Association on 
condition of his subscribing in cash for a proportion of the 
Condores Bonds at 68 per cent. 

The coupons are payable at Messrs. Glyn, Mills, Currie 
and Co., and arrangements are being made with the 
Government for holding the drawings in London, instead 
of at Ecuador, the money for the amortisation of January 
and July, 1904, being in Messrs. Glyn & Co.'s hands. 

These Bonds are specially stated to be part of the 
Internal Debt of the Republic 
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T«e President's Message. 

On the ioth August, 1903, President Plaza presented 
his Annual Message to Congress. This document is for 
the most part concerned with projected legislative reforms, 
and such details as are given regarding the progress of the 
Guayaquil and Quito Railway are now naturally out of 
date. 

With regard to the financial situation, the President 
observed that during the year which would be covered by 
the Budget which was about to be voted, the railway 
would probably be practically finished, and the sum payable 
by the Government for interest and amortisation of the 
Railway Bonds would be 1,900,000 sucres, instead of 
1,400,000 sucres as in the preceding year.* Unless suffi- 
cient revenues were assigned to meet this payment, the 
only course open to the Executive would be to have 
recourse to a loan. For two consecutive years the Esti- 
mates of Expenditure voted by Congress had surpassed 
the estimated Revenue (which was calculated at a maxi- 
mum) by more than 1 ,000,000 sucres. Efforts towards 
economy were rendered difficult by the fact that most of 
the items of Expenditure were fixed and unalterable, and 
the actual annual deficits amounted to from three to four 
million sucres. For 1902 the Revenue had been estimated 
at 12,024,000 sucres, the sum actually collected being 
9»343>894 sucres, whilst the Expenditure incurred had 
reached a total of 13,665,279 sucres. All that had been 
available towards meeting the difference of 4,321,385 sucres 
between Revenue and Expenditure had been a loan of 
900,000 sucres from the Banks. 

The works on the railway have not made the progress anticipated by the President 
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Owing to the sanitary precautions which it had been 
necessary to take, the Customs Receipts had fallen off 
during the current year, 1903, whilst the growth of Ex- 
penditure had continued. It would not, therefore, be 
extraordinary if the moment arrived when it would be 
impossible to meet the whole of the Expenditure as fixed 
by law, and it was desirable that Congress should consider 
the steps to be taken in the event of this probability 
becoming a reality. The President then proceeded to 
suggest the centralisation oi the Revenues, the imposition 
of a number of new taxes, and other measures calculated 
to improve the condition of affairs. 

As regards the Internal Debt, the President stated that 
in 1902 and 1903 (up to the date of the Message) a sum 
of 646,87 1 sucres had been paid. 

The Council have been unable to obtain a copy of the 
Report of the Finance Minister and other documents 
dealing with the financial and economic situation of the 
Republic. 

Guayaquil and Quito Railway. 

The Council understand that since the opening of the 
line to Guamote in June, 1903, little has been done by the 
Railway Company towards the completion of the remain- 
ing 130 miles to Quito. The traffic returns of the portion 
of the line that is being worked have not been made 
public, but they are said to show a satisfactory increase. 

The Council have also been informed that, under an 
Agreement between the Government and the Railway 
Company the nett earnings are applied to the extension of 
the lino. 
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EGYPT. 



4% Unified Debt outstanding, January, 1904 ,£55,971,960 



$\% Preference Bonds* 
4i % Domains Loan 
,\ % DaYra Sanieh Loan 
Z% Guaranteed Loan 



Totalf 



... 31,127,780 
2,056430 
4,952,860 
8,077,900 

...£102,186,930 



Cultivated Area 8,638 square miles. 

Population (1897) 9,734i4<>5. 

Capital, Cairo. Population 570,062. 

External Debt per head ^10. 9s. 1 id. 

Khedive Abbas Hilmi. 

Minister Plenipotentiary and Consul- 
Gen eral of Great Britain in Egypt ... The Rt. Hon. the 

Earl of Cromer, 
G.C.B. 

Financial Adviser to the Khedive Vincent E. H. 

Corbett, Esq. 
British Member of the Caisse de la Dette 

Publique H. de la R. B. 

Farnall, Esq, 
C.B., C.M.G. 

1 Including New Bonds to the nominal value of ,£1,734,200 created in virtue of a 

ee of 12th July, 1900. 

' Including the following Bonds held by the Caisse de la Dette for account of ih? 

xal Reserve Fund and the Economies Fund, etc. :— 

4 % Unified Debt £4,078,030 

3A % Preference Bonds 2,842,020 

4} % Domains Loan 1,400 

4 jTDaira Sanieh Loan 125,720 

Z% Guaranteed Loan 379«*>o 

£8,326,360 
The total amount in actual circulation is therefore £93,860,570. 
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History of the Public Debt (Foreign). 

1862.— Seven per Cent. Loan. .£2,195,200 issued in March at 824 
per cent., and ;£ 1,097,600 at 84 J per cent, in August, by 
Messrs. Friihling and Goschen. Sinking Fund, 1 per cent. 
Secured on the Revenue of certain Provinces of the Delta. 
Object, to extinguish the Floating Debt. 

1863.— Eight per Cent. " Halim Pacha Loan," .£310,000. Issued by 
the Egyptian Commercial and Trading Company. These 
Debentures were accepted in payment of allotments of the 
Seven per Cent. Loan of 1864. 

1864.— Seven per Cent. Loan, ^5,704,200. Issued at 93 per cent, 
by Messrs. Friihling and Goschen. Redeemable at par in 
15 years. Secured on the Moukbala Tax. Converted into 
Unified Debt in 1880/ 

1865.— Seven per Cent. Dalra Loan, ,£3,387,300. Issued at 90 per 
cent. Redeemable at par by thirty half-yearly drawings. 
Secured on the Moukbala Tax. Taken over by the State. 
Outstanding balance converted into Unified Debt in 1880. 

1866.— Seven per Cent. Railway Loan, ^3,000,000. Issued at 92 per 
cent, by Messrs. Friihling and Goschen. Repaid at par by 
six annual drawings of ^500,000 by 1st January, 1874. 

1867. — Nine per Cent. Dalra Loan, ^2,080,000. Issued at 90 per cent, 
by the Imperial Ottoman Bank and Messrs. Oppenheim 
& Co. Repayable in 14 years by half-yearly drawings. 
Secured on the Moukbala Tax. Taken over by the State. 
Outstanding balance convened into Unified Debt in 1880. 

1868.— Seven per Cent. Loan, ,£11,890,000. Issued at 73 per cent, 
by the Imperial Ottoman Bank, the Socie*te* Ge*ne*rale, 
Messrs. H. Oppenheim and Nephew, and Messrs. Oppen- 
heim & Albert. Sinking Fund, 1 per cent. Government 
undertook to issue no new Loans for five years from July, 
1868. 

187a— Seven per Cent. Loan, .£7,142,800. Issued at 78J per cent, 
by the Franco-Egyptian Bank. Sinking Fund, 2*35 per 
cent. Khedive's Dalra Loan for the development of the 
Sugar Cane industry. The Turkish Government declared 
this issue to be illegal, but the objections of the Sultan 
were overcome. 

1873.— Seven per Cent. Loan, ,£32,000,000. Issued at 79 per cent, nett 
by the Imperial Ottoman Bank, Messrs. Bischoffsheim & 
I 
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Goldschmidt, and the Soci&e* G£ne*rale. Sinking Fund, 
i per cent. Secured on the Railway Revenues and the 
Personal, Salt and Land Taxes. Issued to pay off the 
Floating Debt, then amounting to ^28,000,000. 

1875. — Sir Stephen Cave, commissioned by the British Government 
at the request of the Khedive to study the Egyptian 
financial situation, advised a consolidation of the Funded 
and Floating Debts into a stock of ,£75,000,000. The 
Khedive, however, owing to the influence of French houses 
owning the Floating Debt, issued Decrees in May, 1876, 
consolidating the Debt into ^9 1,000,000. The Suez Canal 
shares held by the Khedive were bought by Great Britain 
for ^4,000,000. 

1876.— Default took place on the 1865 and 1868 Loans in July, 1876 
Interest was paid on the 1864 Loan up to the end of 1876 
and the other Loans then went into default. 

1877. — First Unification negotiated by Messrs. Goschen and Joubert 
on behalf of the English and French Bondholders. Exclud- 
ing the Loans of 1864, 1865 and 1867, the general indebted- 
ness of the State was consolidated into ^17,000,000 5 per 
cent. Preference Stock, secured upon the Railway and Port 
of Alexandria Revenues, and ^59,000,000 7 per cent. Unified 
Stock, secured upon the Customs receipts, the revenues of 
four Provinces, the octrois of Cairo and Alexandria, the 
tobacco duties, the salt tax, etc. The Loans of 1862, 
1868 and 1873 were converted at par, holders receiving 
38*4 per cent. Preference and 6r6 per cent. Unified Stock. 
The Sinking Funds were calculated to pay off both series 
of Bonds in 65 years, whilst in the case of the Unified 
Bonds only 6 per cent, interest was to be paid until 1886, 
and the remaining 1 per cent, to be devoted to hastening 
the redemption. This arrangement was adhered to till 
April, 1879, when only 5 per cent, interest was paid, 
and from then till the second Unification, in 1880, only 4 
per cent. 

By a separate arrangement the DaTra Floating Debt and 
the outstanding Bonds of the 1870 Daira Loan were con- 
verted at par into a Dana Sanieh Debt for ^8,815,430, 
bearing a minimum interest of 5 per cent., rising to 7 per 
cent, on the reduction of the capital to ^5,000,000 by the 
1 per cent. Sinking Fund. The holders of the Floating Debt 
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received a 10 per cent, bonus in the form of Dalra Khassa 
5 per Cent. Bonds. In all, ,£697,460 of these Bonds were 
created. 

1878. — Five per Cent. Egyptian State Domain Mortgage Bonds 
;£8, 500,000. Issued by Messrs. Rothschild in London and 
Paris at 73 percent. Sinking Fund, ij per cent. Secured 
on Khedivial family property transferred to the State, and to 
be administered by three Commissioners appointed by the 
British, French and Egyptian Governments. 

1879. — Deposition of Khedive Ismail and institution of Anglo-French 
dual financial control, Major Baring and M. de Blignieres 
being appointed Controllers-General. 

1880. — Second Unification. A Law of Liquidation was promulgated 
in pursuance of the general recommendations of an Inter- 
national Commission of Liquidation which was appointed in 
consequence of the Controllers-General reporting that Egypt 
could not meet her engagements in full. This Law was 
responsible for the following principal changes : — 

1. The balances of the 1864, 1865 and 1867 Loans were 
converted into Unified Debt at £133$ Unified to ^100 Old 
Bonds. 

2. The Unified Debt was increased by ,£1,958,240, whilst 
the interest thereon was permanently lowered to 4 per cent., 
and the security reduced to the Customs receipts, the 
revenues of four Provinces, and the import duty on tobacco. 

3. The Privileged Debt was increased by ^5,743,800 to 
cover certain unconsolidated liabilities, the net receipts from 
the Telegraph Service being added to the revenues assigned 
as security in 1880. 

4. The capital of the Daira Sanieh Loan was increased to 
^9,512,890 to convert the Daira Khassa Bonds. It was 
stipulated that the redemption of the Daira Bonds should 
be by purchase when below 80, and by drawing when over 
that price, whilst the minimum and maximum interest 
thereon were reduced to 4 and 5 per cent, respectively. 

1885. — Three per Cent. Loan. ^9,424,000 issued at 95^ per cent, and 
guaranteed by the Great Powers. Quoted amongst British 
Funds on the Stock Exchange, and secured by a first 
charge on the revenues assigned for the service of the 
Preference and Unified Debts. The proceeds were applied 
to the payment of the Alexandria Indemnities and to meet 
T 2 
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the expenses caused by the revolt of Arabi Pasha in 1882, 
which led to the withdrawal of France from the Dual Con- 
trol, and resulted in Great Britain taking the lead in the 
management of Egyptian Finances. 

1888.— Four and a- Half per Cent. Loan, £2,330,000. Issued at 93 
per cent. Raised for the purpose of commuting certain pen- 
sions to relatives of the Khedive in such a manner that no 
additional burden was cast on the country by this Loan. 

1890. — Three and a- Half per Cent. Preference Loan, £29,400,000. 
Issued at 91 per cent, to convert the old Five per Cent. 
Privileged Debt, the Four and a-Half per Cent. Loan of 
1888, and to provide a sum of £1,300,000 for irrigation, etc. 
Holders of the old Preference Bonds accepting the conver- 
sion received a cash bonus of £9 per cent. 

1890. — Daira Sanieh Four per Cent. Bonds, £7,299,360. Issued by 
Messrs. Stern Bros, to convert the balance of the Daira 
Sanieh Loan of 1877. Cash subscriptions were received 
at 99J per cent, holders of the Old Five per Cent. Bonds 
having the option of converting at 85 per cent, into the 
New Stock, secured on the mortgage of the Daira Sanieh 
and the Daira Khassa estates. (The former was sold in 
1898 to the Daira Sanieh Company for the equivalent of 
the then outstanding amount of the Loan, viz., £6,43 1,50a 
The Company undertook to dispose of the properties within, 
in each case, seven years from the date of possession, at 
an aggregate nett profit of 20 per cent, over and above the 
price paid. The Government was to receive half the nett 
profit after payment of 5 per cent, on the share capital.) The 
Government undertake not to redeem this issue before 
October, 1905 ; meanwhile, amortisations are not to exceed 
£307,692 per annum, and are to be effected solely out of 
surplus funds and the proceeds of land sales. 

1893.— State Domain Mortgage Bonds. This Loan was a Conversion 
of the Egyptian State Domain Mortgage Bonds of 1878, 
interest being reduced from 5 per cent, to 4 ± per cent 
Holders of £462,500 of the Old Bonds refused to accept 
the Conversion, and were paid off at par. In other respects 
the Administration remains the same. The Sinking Fund 
of i per cent, per annum is at present suspended. 

1901-3.— Three and a-Half per Cent. Preference Bonds, £i,734»2c*x 
Created during 1901, 1902, and 1903, in virtue of a Decree 
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of 1 2th July, 1900, which authorised the issue of an amount 
of Bonds sufficient to produce ;£E. 1,700,000. The proceeds 
of these Bonds, which were not issued to the public, were 
to be applied to railway improvement. 



Draft Decree relating to the Public Debt. 

A draft of a Khedivial Decree, providing for certain im- 
portant changes with regard to the arrangements relating 
to the Public Debt, was annexed to the Anglo-French 
Agreement of 8th April, 1904. The approval of this 
Decree by the English and French Governments formed 
one of the conditions of the said Agreement, and it has 
since been approved by the Governments of the other 
Powers represented on the Commission de la Dette, viz., 
Germany, Austria, Italy and Russia. 

The following is a brief summary of the principal stipu- 
lations of the proposed Decree : — 

1. The Commission and Caisse de la Dette to be maintained until 
the entire amortisation of the Guaranteed, Privileged, and Unified 
Loans is effected, and the Caisse to be provided with a fixed Reserve 
Fund of ^E. 1,800,000 and a sum of ;£E. 500,000 for working expenses. 

2. The Land Tax in all the provinces except that of Keneh to be 
assigned as special security, in place of the Revenues previously 
pledged, for the annuity of about ^E.3,600,000 required for the 
service of the Guaranteed, Privileged, and Unified Loans, and any 
surplus in the receipts from the said tax after providing for this 
annuity to be paid over to the Ministry of Finance. 

3. No modifications in the Land Tax calculated to reduce its yield 
from its present amount of ^E.4,200,000 to less than j^E.4,000,000 to 
be made by the Government without the assent of the Powers. 

4- The service of the Debt to be effected in the following order : 
(1) that of the Guaranteed Loan j (2) that of the Privileged Loan ; 
(3) that of the Unified Loan. 

•Sec above, History of the Debt, 1877 and 1880. 
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5. In the event of there being any deficiency in the yield of the 
assigned Revenues, the Commission de la Dette to have recourse to 
the Reserve Fund so as to provide for the full service, any deductions 
thus made from this fund being repayable from the first available 
revenues received by the Commission. 

6. The service to be collaterally secured upon the whole of the 
Treasury receipts. 

7. The annuity of the Guaranteed Loan to be fixed at j^E.307,125 
(£315,000), and any available balance after the payment of interest 
to be devoted to its amortisation. 

8. Except as regards the amortisation of the Guaranteed Loan, 
under the preceding article, the redemption of that Loan and of the 
Privileged Loan not to commence before the 15th July, 1910, 
and that of the Unified Loan not before the 15th July, 191 2. 

9. Up to the 15th October, 1905, in the case of the Daira Sanieh 
Loan, and up to the 1st January, 191 5, in that of the Domains Loan, 
the redemption to be effected solely by means of the surplus receipts 
from the working of the estates and of the product of sales of 
property appertaining thereto. As from the above dates these Loans 
to be respectively repayable at par. 

10. Subject to the deduction of the amounts mentioned under (i\ 
and to that of the existing deposit of £50,000 in Privileged Bonds 
(representing the credit balance from the liquidation of 1880, which, 
up to the required amount, becomes applicable to the payment of 
recognised claims dating from before 1880), all sums in cash or 
securities deposited in the Caisse de la Dette, including the Reserve 
Fund formed in 1888 and the Economies Fund, to be unconditionally 
paid over to the Ministry of Finance. 

11. The present annuities, in respect of the payments of Moukabalah 
previous to 1880, amounting to £E. 150,000 per annum to be main- 
tained until the 30th June, 1930. 

12. The Decree to come into force thirty days after its promulga- 
tion in the Egyptian Journal OfficieU 

The proposed Decree also provided for the partial or 
entire abrogation of a large number of earlier Laws and 
Decrees relating to the Public Debt The most important 
effects of these abrogations are that the Egyptian Govern- 
ment is freed from the necessity of obtaining the consent 
of the Commission de la Dette to the issue of new Loans, 
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and that the plan for limiting the administrative expendi- 
ture of the Egyptian Government, which formed part of 
the London Convention of 1885, is abolished. 

Service of the Debt. 

The amounts required for the service of the Debt ad- 
ministered by the Caisse de la Dette Publique are as 
follows : — 

1% Guaranteed Loan ... ... £3 15,000 

l\ % Preference Debt 1 ,084, 1 29 

4% Unified Debt 2,238,878 

£3,638,007 



The following Statement, revised to date, shows the 
total amounts received by the Caisse from 1890 to 1903, 
the sums required for the Debt service, and the surplus 
remaining after providing for the latter 







Sums required 




Years. 


Total Amounts 

received 
by the Caisse. 


for Interest, 
Sinking Fund, 
and Expenses 

of Adminis- 
tration. 


Surplus. 




£ 


£ 


£ 


1890 


4,726,791 


3,720,721 
3,855,086 


1,006,070 


1891 


5,095,976 


1,240,890 


1892 


4,911,103 


3,855,072 


1,056,031 


1893 


4,928,211 


3,855,053 


1,073,158 


1894 


5,028,417 


3,854,820 


1,173,597 
1,256,014 


i895 

1896 


5,i3o,739 


3,874,725 


5,328,324 
5,507,849 


3,887,717 


1,440,607 


1897 


3,887,099 


1,620,750 


1898 


5,744,418 


3,890,283 


1,854,135 


»»99 * 


5.850,715 


3,891,155 


1,957,557 
2,299,840 


1900 


6,191,772 


3,891,932 


1901 


6,445,008 


3,903,370 


2,541,638 


1902 ... 


6,265,332 


3,933,442 


2,331,890 


1903 


6,466,303 


3,949,794 


2,516,509 



Digitized by VjOOQ IC 



136 

Actual Revenue and Expenditure. 
The closed accounts of the year 1903 gave the follow- 
ing results : — 

Revenue ,£12,783,282 

Expenditure 12,020,615 

Surplus ,£762,667 

This Surplus is wholly at the disposal of the Govern- 
ment, and is carried to the Special Reserve Fund. 

The Revenue includes a sum of £221,120, drawn 
from the General Reserve Fund and applied to the 
reduction of the Land Tax. The Expenditure includes 
£1,152,945, the sum added to the General Reserve Fund, 
£271,833 credited to the Fund of the Conversion Econo- 
mies, and £70,773 for the Sinking Fund of the Guaranteed 
Loan, making a total of £1495,551. Deducting these 
amounts from the Revenue and Expenditure respectively, 
the surplus was really £2,037,098. 

General Reserve Fund. 

At the close of 1902 this Fund amounted to £3,005,959 
During 1903 its movement was as follows : — 

Share of the Surplus of the assigned Revenues £i, 152,945 

Interest on the Bonds held for the Fund, etc. 133,740 

Sales of Free Lands 43*675 

Amount transferred from the Floating Debt 

Liquidation Fund 367,206 

1,697,567 

4,703,326 
Less Expenditure 1,871,988 

Balance on the 1st January, 1904 ... £2,831,538 



N.B. — It should be noted that part of this balance is provisionally pledged as 
a guarantee for certain advances assented to by the Caisse de la Dette, 
amounting to ;£i ,839,968. 
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Special Reserve Fund. 

This Fund at the end of 1902 showed a 
surplus of £1,720,966 

During 1903 the Receipts were : — 

Share of the Surplus ,£762,667 

Miscellaneous 74,6 12 

837,279 



2,558,245 
Less Expenditure 375>853 

Balance on the 1st January, 1904 ... £2,182,392 

In addition to these two Funds the Government has in 
reserve the sum of £5,648,261, due to the accumulated 
economies resulting from the Conversion of part of the 
Debt, which the Government has not yet received the 
authority of the Powers to make use of. Nearly the whole 
of this Reserve is invested in Egyptian Stock. 

In the year 1903 the Government was able to redeem 
Debt to the amount of £1,288,880, to a large extent out 
of the proceeds of the sale of lands belonging to the State 
Domains and the DaTra Sanieh. 



Budget Estimates, 1904. 

The following are the Estimates of Revenue and 
Expenditure for 1904 : — 
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REVENUE. 

Direct Taxes— £ 

Land Tax 4,883,795 

Other direct Taxes 146, 974 

Indirect Taxes — 

Customs 1,179,487 

Tobacco ... 1,158,974 

Salt and Natron 164,102 

Fisheries 49,231 

Navigation Dues 27,692 

Stamps and Registration Dues ... 37,949 

Miscellaneous Taxes 32,821 



Receipts from Revenue-earning Administrations — 

Railways 2,307,692 

Telegraphs 71,794 

Fort of Alexandria 184,616 

Other Ports 3,077 

Post Office 153,846 

Lighthouses 82,051 

Assay Office 



82,051 
7,181 



Receipts of Administrative Services — 

Justice ... 736,411 

Sundry Ministries 41,025 

Exemption from Military Service ... 102,564 

Interest on Investments 41,025 



$,030,769 



2,650,256 



2,810,257 



921,025 



Government Property 92,308 

Deduction from Salaries for Pension Fund 69, 1 28 

levied on General Reserve Fund for relief of Land Tax 221,128 



Total Ordinary Revenue ;£l 1,794,871 
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EXPENDITURE. 



Civil List of the Khedive, etc. 



I 
261,908 



Cost of Administration and Collection— 

Council of Ministers 4*289 

Legislative Council 9>595 

Ministry of Foreign Affairs H»7*5 

Ministry of Finance 93» 2 *9 

Ministry of Public Instruction ... 123,590 
Ministry of Interior, including Police, 

Sanitary Department and Prisons ... 502,251 

Ministry of Tustice 444.Q97 

Ministry of Public Works 702,620 

General Expenses of Ministries ... 114,804 

Provincial Administrations, etc ... 303,744 
Cost of Collection :— 

Customs 84,814 

Coast Guards 101,188 



2,495.996 



Expenses of Reventwearning Administrations— 

Railways » ..» ... .». 1,274,051 

Telegraphs 60,360 

Port of Alexandria 39>7<>3 

Other Ports 4*076 

Post Office I3*»048 

Lighthouses 33,686 

Assay Office 1,77$ 



1,544,700 



Public Security- 
Ministry of War.. 
Army of Occupation 



Pensions, etc. 



463,277 
87,000 



Carried forward 



550,277 

426,667 
£5,279,548 
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Brought forward 



•£5»*79»54S 



ic Debt— 

ute 
i ... 



Dette Expenses ... 



solidated Debt— 

-oan 
ebt 



682,093 
34,872 

153,846 
15,146 
40,000 



242,337 
1,089,801 

2,238,878 

4,496,973 



>.rence Debt, etc 

Corvee 

'0 

ses 

•voirs 

r Revenue assigned to General Reserve 
Dtal Ordinary Expenditure 



344,495 
256,411 
10,256 
32,821 
157,226 
389,500 

735,334 
£11,702,564 



SUMMARY. 



le ... 
liture 



Estimated Surplus 



£ 
11,794,871 
11,702,564 

£92,307 
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The annexed Table shows the Revenue and Expendi- 
ture from 1 88 1 to 1903. 



Year. 


Revenue. 


Expenditure. 


Surplus + 
or Deficit — 




£ £ 


£ 


£ 


1881 


9,466,631 


8,534.229 


+ 932,401 


188a 


9.079,853 


8,919,151 


+ 160,702 


1883 ... ... 


9,163,769 


8,773,392 


+ 390,377 


1884 


9,644,404 


9,457,793 


+ 186,611 


1885 


9,884,280 


9,505,975 
9,834,016 


+ 378,305 


1886 


9,819,890 


— 14,126 


1887 


9,862,931 


9,407,775 


+ 455,156 


1888 


9,909,165 


9,798,371 


+ 110,897 


1889 


9,968,162 


9,696,909 


+ 271,253 


1890 


10,499,089 


9,827,364 


+ 671,725 
+ 1,083,158 


1891 


10,809,702 


9,726,544 


1892 


10,561,345 
10,504,478 


9,796,5 'o 


+ 764,835 


1893 


9,799,985 


+ 704,493 


1894 


10,421,864 


9,712,365 


+ 709,499 


1895 


10,698,733 


9,670,356 
9,850,899 


+ 1,028,378 


1896 ... 


10,967,709 


+ 1,116,810 


i|97 


",376,989 


9,958,093 


+ 1,418,896 


1898 


11,417,415 


10,051,315 
10,184,043 


+ 1,366,100 


1899 


11,487,490 


+ 1,303,447 


1900 


11,740,610 


10,148,947 


+ 1,591,663 


1901 


12,471,298 


11,687,899 


+ 783,399 


1902 


12,460,160 


11,725,664 


+ 734,496 
+ 762,667 


1903 


12,783,282 


12,020,615 
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The Council are indebted to Harari Pasha, Director- 
General of Public Accounts at Cairo, for kindly furnishing 
them with information enabling them to bring the following 
Tables up to date. 



Result of the Working of the State Domains 
from 1 88 1. 



Year. 


Revenue. 


Expenditure. 


Surplus + 
or Deficit — 




£ 


£ 


£ 


1881 


. 


1,027,309 


1,287,074 


— 259,765 

— 202,098 


1882 


... 


997,314 


1,199,412 


1883 . 




957,946 


1,135,782 
1,082,666 


- 177,836 


1884 . 


. 


907,657 


— 175,009 


1885 


. 


791,819 
866,784 


1,074,405 


— 282,586 


1886 




1,037,223 


— 170,439 


1887 


. 


847,235 


978,231 


— 130,996 


1888 


. 


797,009 


892,710 


— 95,701 


1889 


. 


628,974 


745,156 


— 116,182 


1890 


. 


625,021 


734,632 


— 109,611 


1891 


... 


580,240 


715,884 


— 135,644 


1892 


. 


596,333 


713,026 
598,735 


— 116,693 


1893 • 


. 


546,580 


— 52,155 


1894 


. 


429,588 
504,846 


535,239 


— 105,651 


1895 . 


.. 


545,060 


— 40,214 


1896 


. 


473,292 
446,197 


536,137 
503,186 
478,650 
470,880 


— 62,845 


1897 • 


.. 


— 56,989 


1898 





425,152 


— 53,478 


1899 • 




459,101 


— n,779 


1900 




459,494 


430,232 


+ 29,262 


1901 
1902 




427,186 
421,680 


399,858 
368,988 


+ 27,348 
+ 52,692 


1903 . 




486,291 


359,300 


+ 126,991 


1904 (estimate)... 


412,724 


352,144 


+ 60,580 
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Result of the Working of the DaIra Sanieh 
from 1 88 1. 



Year. 


Revenue. 


Expenditure. 


Surplus •+• 
or Deficit — 


1881 


£ 
1,504,835 


£ 
1,520,892 


£ 
— 16,057 


1882 


1,241,842 


1,237,666 


+ 4.176 


1883 


935,179 


1,168,177 


— 232,998 


1884 


1,201,896 


1,282,943 


— 81,047 


1885 


1,246,232 


1,462,212 


— 215,980 


1886 


1,156,150 


1,424,139 


— 267,989 


1887 


1,101,290 


1,316,661 


— 215,371 


1888 


1,253,720 


1,368,703 


— 114,983 

- 73,358 


1889 


1,161,339 


1,234,697 
1,186,937 


1890 


1,108,496 


— 78,441 


1891 


1,386,285 


1,338,845 


+ 47,440 


1892 


1,556,955 


1,460,701 


+ 96,254 


1893 


1,582,619 


1,429,607 


+ 153,012 


1894 


1,618,880 


1,513,391 


+ 105,489 


i895 


1,398,013 


1,501,803 


— 103,790 


1896 


1,644,906 


1,522,024 


+ 122,882 


1897 


1,492,381 


1,448,417 


+ 43,964 


1898 


1,377,201 


1,366,109 


+ 11,092 


1899 


1,406,210 


1,404,834 


+ 1,376 


1900 


1,511,450 


1,510,199 


+ 1,251 


1901 


1,424,391 
1,290,683 


1,421,431 


+ 2,960 


1902 


1,287,899 


+ 2,784 


1903 


1,292,830 
983,587 


1,243,695 


+ 49,135 


1904 (estimate)... 


629,946 


+ 353,641 
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GREECE. 





Amount 
outstanding 
31st Dec, 

ton] 


External Debt. 


I^O J. 


Loan of 1881 


£4,047,300 


„ 1884 ••• *** ••• 


3.539.820 


Monopoly Loan, 1887 


5,226,520 


Rentes, 1889 


6,061,980 


Loan, Pineus-Larissa Railway, 


2,340,180 


Funding Loan, 1893 


380,820 


ilf per Cent. Loan of 1898 
d by Powers) 


5,948,900 


, " Greek Railways Loan " of 
: and Second Issues) 


£27,545,520 
1,748,600 


Total 


£29,294,120 



Greek Committee. 



Lvebury, Chair- 


Hon. Sir C. W. Fremantlc, 




K.C.B. 


tt, Esq. 


F. L. Pattisson, Esq. 


£sq. 


F. Praed, Esq. 


sq. 


C. M. Rose, Esq. 


E. Grant DufT, 






Secretary. 


irquhar, Esq. 


James P. Cooper, Esq. 
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Area (including Ionian Isles and 

the Archipelago) 24,528 square miles. 

Population (approximate estimate) 2,645,175. 

Capital, Athens. Population, in- 
cluding the Piraeus (1896) ... 153,655. 

External Debt per head j£u. is. 6d. 

King George I. 

Minister of Finance M. Simopoulos. 

British Minister in Athens Sir F. £. H. Elliot, Esq., 

K.C.M.G. 
Greek Minister in London ... M. D. G. Metaxas. 
British Commissioner on the Inter- 
national Financial Commission ... H. P. Harvey, Esq., C.B. 



History of the Debt (Foreign). 

1824-5. — Five per Cent. Independence Loan. Issued at 59 and 
56^ per cent. Original amount, ,£2,800,000. The interest 
was paid for two years and then fell into default. 

1833. — Five per Cent. Loan. Nominal amount, fr. 60,000,000, 
Contracted through Messrs. Rothschild. Guaranteed as to 
one-third each by England, France and Russia. A Stock 
Exchange quotation was never granted, Greece being in 
default at the time of issue. Interest and redemption 
were originally secured on the whole Greek Revenue; 
nevertheless the Greek Government for many years paid 
little or nothing, and the service was regularly met by 
the guarantors. Under an Arrangement made with the 
Guaranteeing Powers in 1864 the sum to be paid annually 
by Greece was fixed at fr. 900,000, one-third of the Customs 
Receipts of Syra having been assigned as security for 
the payments to be made by the Powers. The whole 
amount of the Loan in the hands of the Public was paid off 
about 1 87 1, whilst the payments by Greece to the Powers 
have since been regularly continued. 

1879 — Five per Cent. Bonds. Issued to convert the Loan of 1824-5, 

K 
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including the overdue interest, £1,200,000, at the following 
rates : — 

£31. 12s. per £100 for Bonds of the 1824 issue. 

£30. 10s. „ „ „ 1825 „ 

£11. 12s. „ arrear Coupons. 

Taid off in 1890. 

1879 — Six per Cent. Loan of fr. 60,000,000 issued in France at 
fr. 392.50 per fr. 500 Bond. Paid off in 1889. 

1 88 1. — Five per Cent. Loan, £4,800,000. Issued at 74 per cent. 
Sinking Fund o*8 per cent. Originally secured on the 
Tax on the consumption of Tobacco, the Revenues from 
National Lands and Plantations, and the free Balance of 
Customs Receipts of Athens, the Piraeus, Patras and Zante. 
The principal and interest of this Loan were to be free of 
all taxation. 

1884. — Five per Cent. Loan. Authorised amount, £6,800,000, of 
which £4,400,000 was offered for public subscription by 
Messrs. Hambro at 68 i per cent., and £2,400,000 re- 
tained by the Government. Sinking Fund o*8 per cent. 
Originally secured on the available Balance of the Customs 
Receipts of Piraeus, Athens, Patras, Syra, Catacolo, Cala- 
mata, Cephalonia, Zante and Corfu, of the Stamp Tax, of 
the Revenues from National Lands and Plantations, and of 
the Tax on the consumption of Tobacco, with the whole 
Customs Receipts of Volo, Yagasi and Arta. The Govern- 
ment officials were to be held personally responsible for the 
due employment of the above-mentioned Revenues. The 
principal and interest of this Loan were to be free of all 
taxation. 

1887.— Four per Cent. Monopoly Loan, £5,400,000. Issued at 7&t 
per cent. Sinking Fund, about i per cent. Originally 
secured on the monopolies of Salt, Petroleum, Playing 
Cards, Matches, Cigarette Paper and Naxos Emery, the 
administration of which was confided to the Monopoly 
Company. The principal and interest of the Loan were to 
be free of all taxation. 

1889.— Four per Cent. Rentes, £6,200,000. Issued to the Public in 
two portions at 72 and 77$ per cent. 
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Three Six per Cent. Loans, />., the External Loan of 
1879, the Myli-Kalamata Railway Loan and the Missolonghi- 
Agrinion Railway Loan, were redeemed out of the proceeds 
of this Loan. 

1890. — Five per Cent. Loan ( Piraeus- Larissa Railway). Amount 
authorised, ^3,595,000, of which ^2,400,000 was issued to 
the Public in two portions at 93 and 86 per cent. 

1893. — Five per Cent. Funding Loan. This was issued under the 
Decree of nth June, 1893, for the purpose of funding the 
interest on the Debt for three years, except on the Mono- 
poly Loan of 1887. The Coupons maturing in June, July 
and October of that year were paid in Bonds of this 
Loan. In November, 1893, however, the Government 
decided to discontinue the Issue. 

By the Law of the ioth-22nd December, 1893, the Coupons 
on the External Debt, including the Monopoly Loan of 1887, 
were, pending an Arrangement with the Bondholders, to be 
paid at 30 per cent, in gold of their nominal value, with the 
exception of those on the Piraeus-Larissa Railway Loan of 
1890 falling due on the 15th December, 1893, and on the 
Loans of 1881, 1884 and l %%7 (Monopoly) due on the 1st 
January, 1894, which were to be paid at the rate pf 50 per 
cent, in bank notes. It was also provided that the Coupons 
which fell due in June, July and October, 1893, which had 
not been exchanged for scrip of the Funding Loan, should be 
treated in the same way. (The Agents abroad were autho- 
rised to purchase these Coupons at the market rate of the 
day, which varied from about 4s. to 5s. 6d. per £.) 

All Sinking Funds were suspended, and the Revenues 
hitherto assigned to the National Loans were ordered to be 
paid into the Public Treasury. The Government also sup- 
pressed the Caisse recently established for the service of the 
Funding Loan, and appropriated for its own purposes the 
funds in the hands of the Monopoly Company. 

1894. — Iri accordance with the above-mentioned Law, the interest on 
the Funding Loan due the 1st January, 1894, was paid at 30 
per cent, in gold of its nominal value, and the Coupons on 
the other External Loans, including the Monopoly Loan, 
falling due after that date, were paid at the same ate 
K 2 
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These payments were made " without prejudice to the Bond- 
holders, and under reservation of all their rights, pending a 
final settlement of the Debt." The Council registered the 
claims of the Bondholders to the 70 per cent, unpaid on 
the Coupons dated 1st April, 1894, to 1st January, 1898, 
inclusive. 
1894. — Proposals for an Arrangement were submitted to the English 
Bondholders, but were not approved by the representatives 
of the French and German Committees. Their considera- 
tion was therefore postponed. 

1895-6. — Negotiations were held in Paris between the Minister of the 
Government and the Delegates of the French, German and 
English Committees. An offer of settlement was made by 
the Committees, but was rejected by the Greek Government. 

1897-8. — Through the intervention of the six Great Powers con- 
sequent on the war with Turkey, the finances of Greece 
were partially placed under the control of an Inter- 
national Commission. An issue of Bonds sufficient to 
produce a maximum sum (exclusive of expenses) of 
£6,800,000 was authorised, of which £6,000,000 was to 
be appropriated to provide for the Indemnity payable to 
Turkey, the uncovered deficit of 1897 and the Conversion 
of the Gold Floating Debt. The balance of ^800,000 was 
reserved to cover the eventual deficits (if any) of 1898 
and the following years, but the faculty of issuing these 
Bonds was not to be exercised after the end of 1903. 
(This faculty was not exercised, and the right to issue 
the balance has therefore lapsed.) A first instalment 
of Bonds, to the amount of .£4,980,000, was issued by 
the Bank of England, the Bank of France and the 
Bank of Russia, in May, 1898, at ioo£. A further issue 
of £961,500 Bonds at 104 was subsequently made, and 
Bonds to the amount of £82,200 have been appropriated 
for expenses. Total Bonds issued, ^6,023,700, producing 
about ,£6,000,000 nett cash. The Loan bears 2 £ per cent, 
interest, and is guaranteed by Great Britain, France and 
Russia. It is redeemable by drawings at par, or by pur- 
chases, if under par, by means of an Accumulative Sinking 
Fund of vi per cent., commencing 1st January, 1903. The 
Sinking Fund is not to be increased before 1st April, 1918, 
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after which date the Greek Government may, with the 
consent of the three guaranteeing Powers, or at their 
request must, effect the Conversion of the Loan. 

The settlement of the existing External Gold Loans was 
also made part of this Arrangement, the terms approved by 
the Powers being practically identical with those submitted 
by the Bondholders' Committees and rejected by the Greek 
Government in 1895-6. The following are the principal pro- 
visions of the settlement : — 
The Loans are classified in three groups, as follows : — 
Group I.— Fr. Fr. 

4 per Cent. 1887 (Monopoly) Loan ... 133,045,000 

5 per Cent. 1893 (Funding) Loan ... 9,739,000 



Group II. — 

5 per Cent. 1881 Loan 103,500,000 

5 per Cent. 1884 Loan 90,531,000 

5 per Cent. 1890 (Pirseus-Larissa) Loan 59,901,500 



142,784,000 



253i932,500 
Group III. — 
4 per Cent- 1889 (Rentes) 155,000,000 

Total 551,716,500 

The initial interest on these Loans is fixed at 43 per cent, 
of the original interest in the case of the Monopoly Loan, 
and at 32 per cent, in that of the other Loans. The funds 
remitted for the service of the Funding Loan, but not applied, 
are, however, until exhaustion, to be devoted to increasing the 
interest on that Loan to not exceeding 40 per cent, of the 
original amount. 

The ordinary Sinking Fund, limited for the years 
1898- 1902 inclusive to 1 per cent, is fixed at 2 per cent, of 
the original interest. 

The Revenues assigned for the service of the External 
Debt and controlled by the International Financial Com- 
mission are those derived from the Monopolies (viz., Salt, 
Petroleum, Matches, Playing Cards, Cigarette Paper and 
Naxos Emery), the Stamp and Tobacco dues and the Piraeus 
Customs duties. 

The normal yield of the Monopolies and the Stamp and 
Tobacco dues is estimated at 28,900,000 drachmae, and 
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any excess over ihis amount — less 18 per cent, for ex- 
penses — is to be treated as a plus-value* 60 per cent, of 
which, with a like proportion of the savings on remittances 
due to a fall in the rate of exchange below 165 per cent., 
is to be devoted in equal proportions to the increase 
of interest and Sinking Fund, and to be applied to 
the di fife rent groups in rotation by increments of 2 per 
cent, of the original interest, any balance being carried 
forward to the next account. The interest on Bonds re- 
deemed is to be devoted to increase of interest. 

The balance of the funds taken from the Monopoly Co., 
2,529,611.07 dr., to be returned in five annual instalments of 
500,000 dr., to be applied to increasing the interest of this 
Loan. 

[Note. — The last instalment was returned in 1902.] 

Bonds drawn in June and November, 1893, not exchanged 
for Funding Bonds, to be paid off at 65 per cent, and 75 per 
cent, respectively, subsequent drawings being cancelled. 

Claims registered in respect of the 70 per cent, interest 
unpaid from 1st April, 1894, to 1st January, 1898, inclusive, 
to be paid off four years after the date of the Coupons in 
respect of which they were issued at the rate of is. in the £. 

[Note. — Payments ceased at the end of 1902.] 

1902. — Four per Cent. " Greek Railways Loan." Authorised amount, 
;£ 1, 7 50,000, of which ^880,000 was offered at 834 by Messrs. 
C. J. Hambro & Son, Messrs. von Erlanger & Sons, and the 
National Bank of Greece, the balance not being issuable 
before 1903. This Loan, which was issued for the construc- 
tion of the Piraeus-Demerly Railway, is under the direct 
control of the International Financial Commission, and is 
secured by a prior lien on the surplus receipts from the 
assigned Revenues — after payment of all liabilities under the 
Law of Control — by a first mortgage on the Railway, and 
also by the surtax on Tobacco deposited at the National 
Bank. The Bonds are redeemable in 98 years by half- 
yearly drawings at par or by purchase if quoted below par. 

1904. — The balance of the " Greek Railways Loan n of 1902, ^870,000, 
was issued at 84 per cent, in June by Messrs. Hambro & Son ; 
the Credit AlgeVien, Paris; the National Bank of Egypt, 
Cairo, and the National Bank of Greece. 
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Report. 

During the past year the service of the Greek Debt has 
been regularly effected in accordance with the provisions 
of the Law of Control. 

The total Receipts from all the assigned Revenues, 
collected by the Commission since it entered into office in 
May, 1898, are those given in the annexed Table. For the 
sake of convenience the Receipts in gold from Naxos 
Emery have been converted into drachmae at the mean 
rate of exchange for each year. 



Year. 


Gross Receipts. 


Nett Receipts. 


Stamps, 

Tobacco 

and 

Monopolies 


Piraeus 
Customs. 


Total. 


Stamps, 
Tobacco 

and 
Monopolies 


Piraeus 
Customs. 


Total. 


1898 (236 days).. 
•1899(365 „ )-. 
1900 
1901 
1902 
1903 


Dr. 

22,829,542 
32,166,378 
32,342,713 
33,588,040 
32,448,833 
34*755,553 


Dr. 

11,848,591 
18.045.971 
17,468,135 
18,512,300 
18,760,800 
19,074,101 


Dr. 
34,678,133 
50,212,349 
49,810,848 
52,100,340 
51,209,633 
53,829,654 


Dr. 
21,792,506 
29.357.793 
29,299,709 
30,761,096 
29,271,840 
31,438,901 


Dr. 

11,818,484 
17,981,910 

*7»399i73i 
18,450,592 
18.697,615 
19,010,521 


Dr. 
33,610,990 
47.339.703 
46,699^40 
49,212,588 

47.96*455 
50,449.422 



* In consequence of a change from the New to the Old Style^ twelve intercalary days 
were added to the year 1899, making the financial period 377 days in all. The Receipts for 
the 377 days were as follows : — 

Drachmae. 
Gross Receipts from Stamps, Tobacco, and Monopolies.. .. 32,897,347 

,, „ all Revenues 51,401,668 

Nett Receipts from Stamps, Tobacco, and Monopolies .. .. 29,960,757 
„ ,, all Revenues 48,458,731 

The following Table shows the surpluses of nett Receipts 
in each of the five years, 1899- 1903, over and above the 
approximate minimum sum required in each of these years 
for the service of the old Debt (External and Internal), 
as fixed by the Law of Control. The Receipts from the 
assigned Revenues in 1903 were the highest obtained 
during the whole period of the existence of the Interna- 
tional Financial Commission : — 
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1899. 


1900. 1 1901. 


1902. 


1903. 


Nett Receipt* 
Minimum Service of 
the Debt 


Drachmas. 
47.339.703 

26,833,510 
20,506,193 


Drachmae. 
46,699,440 

a9»5»7,i38 


Drachmae. 
49,212,588 

29,152,012 


Drachmae. 
47i96o.455 

29,188,738 


Drachmas. 

50,449,422 

31,320,428 


Surplus .. .. 


17,182,302 


20,060,576 


i8,78o,7i7» 


19. 1 19,994* 



* Out of the surplus available in each of the years 1902 and 1903 there had to be de- 
frayed the charges for the service of the " Greek Railways" and ** Pyrgos-Meligala " Loans, 
amounting in 1902 to 1,296,739 dr., and in 1903 to 2,068,372 dr. 



Under the minimum service of the Debt are not included 
the following temporary payments provided by the 
Law of Control, viz.: — (i) The payment of the Certi- 
ficates representing the 70 per cent, unpaid on the 
coupons of the Debt — this payment ceased during 1902 ; 
(2) the repayment of Bonds drawn in 1893, special funds 
for which were provided in 1898 ; (3) the additional 8 per 
cent, of the original interest on the Funding Loan, which 
will cease at the end of 1904 ; and (4) the additional 
interest of 500,000 drachmae per annum on the Monopoly 
Loan, which ceased during 1902. 

Under the Law for the settlement of the old External 
Loans, the annual product of the assigned Revenues 
(except the Piraeus Customs) was estimated at 28,900,000 dr., 
and any excess over this sum was to be divided between 
the Greek Government and the Bondholders after deduct- 
ing expenses. The Bondholders were also to benefit in 
the same way from any fall in the exchange below the 
rate of 165 per cent. 

In the following Table is shown the proportion of 
the plus-values accruing to the Bondholders from these 
sources : — 
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Year. 


From assigned 
Revenues. 


From 
Exchange. 


Total. 


1898 (236 days) 

1899 (365 ». ) 

1900 ( „ „ ) 

1901 ( „ „ ) 

1902 ( ,, „ ) 

1903 ( „ „ ) 


Drachmae. 

1,624,329 
1,738,607 

1,693,815 
2,306,515 
1,746,026 
2,880,932 


Drachmae. 

795,474 
475,020 
123,847 

Nil. 

89,827 
387,774 


Drachmae. 
2,419,803 
2,213,627 
1,817,662 
2,306,515 

1,835,853 
3,268,706 



It will be seen that whilst the increase in the plus- 
values is mainly due to the growth in the yield of the 
assigned Revenues, a substantial improvement also took 
place as regards profit on exchange as compared with the 
three previous years. 

The distribution of the plus-values, from 1899 *° 1 9°3» 
amongst the different Loans by way of increased interest 
and Sinking Fund has been as follows : — 





1899. 
(Paid in 1000.) 


1900. 
(Paid in 1901.) 


1 901. 
(Paid in 1902.) 


1902. 
(Paid in 1903.) 


(Payable in 1904.) 


Loans. 


Interest. 


Amor- 
tisation. 


Interest 


Amor- 
tisation. 


Interest. 


Amor- 
tisation. 


Interest. 


Amor- 
tisation. 


Interest. 


Amor- 
tisation. 


Group I. 
Monopoly 
Fonding .. 

Group II. 
5I 1881 .. 
5? 1884 ... .. 
1% 1890 (Piraeus- 
Larissa) 
Group III. 
%% 1889 (Rentes) 


V 














2# 

.X 


6% 


6% 



In the following Table a comparison is made between 
the minimum amount of interest payable annually under 
the Law of Control on each £100 Bond of the various 
old Gold Loans, and the total amounts paid or payable, in 
the years 1899 to 1904 inclusive, as the result of additions 
due to the plus-values, etc. : — 
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Minimum 




Rate per cent. 




Loans. 


rate per 
cent, fixed 










, 




Group I. 


by Law of 
Control. 


1899. 


1900. 


1901. 1 1902. 1903. 


1904. 


</c 


% 


! i 




4% Monopoly, 1887 


1.72 


2.13 


2.03 


2.12 


2.05 1.88 


iW 


5% Funding, 1893 


1.60 1 


2.20 


2.10 


2 20 


2.10 1 2.20 

1 


t 


Group II. 


1 








1 




$% 1881 


1 




1 


1 
| 




5% 1884 

5% Piraeus Larissa, 


,60 


1.70 


1.80 J 1.70 


1.80 I 1.70 


1.90 


1890 


! 




1 


1 




Group III. 






I 


I 




4% Rentes, 1889... 


1.28 l 

! 


1.36 


1.44 ! 1.36 

1 


c.36 | 1.44 

! 


1.52 



* The special addition of 500,000 dr. per annum to the interest paid on Bonds of the 
Monopoly Loan ceased at the end of 190a. 

t There is a special addition of a 4 per cent, to the interest on the Funding Loan which 
will cease with the October, 1904, Coupon. The total percentage payable in 1904 has not as 
yet been fixed (see below, page 166). 



The following Table shows the Receipts from the 
assigned Revenues during the first five months of the 
present year, as compared with the same period of 1903:— 



• 


1903 (Five Months). 


1904 (Five Months). 


Salt 

Petroleum 

Matches 

Playing Cards ... 
Cigarette Paper... 

Tobacco 

Stamps 

Naxos Emery ... 


1 
Fr. (Gold). ! Drachma. 

; 1,037.985 

' 2,650,710 

' 602,623 

116,550 

1 1,487,268 

3.454.975 
, 6,277,069 
306,997 1 

1 15,627,982 
1 8,005,101 


Fr. (Gold). 

... 
... 

334.965 


Drachmae. 
1,233.061 
2,790,705 
679,8" 
122,879 
1,580,855 
3,863,090 
6,646,640 


Piraeus Customs... 


334.965 
1,699.613 

2.034.578 


16,917,049 
5,877,000 


Total 


306,997 23,633,083 


22,794,049 
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The improvement in the yield of the Revenues con- 
trolled by the Commission is no doubt satisfactory in that 
it demonstrates the increasing value of the security given 
to the Bondholders under the Arrangement of 1898. The 
Commission, however, in their Report, which is sum- 
marised below, point out that the improvement is due 
to the growth of the material prosperity of the country 
rather than to efforts on the part of the Greek Govern- 
ment to introduce any of the much-needed reforms in 
connection with the assigned Revenues. It is believed 
that far more favourable results might be attained 
were the Greek Government and, more especially, the 
Greek Parliament, to recognise the necessity for adopting 
the various measures of reform so often advocated by 
the Commission. In several cases the expenses of 
collection are unwisely kept below what they should be 
in order to ensure efficient administration. Contraband 
continues unchecked, where much might be done by 
simple repressive measures, and by the grant of rewards 
for detection. The Customs service is inadequate, and 
not only in remoter districts, but even at the Piraeus, 
the most important port of entry, a sense of respon- 
sibility on the part of the Customs officials is, unfor- 
tunately, often conspicuous by its absence. Frauds in 
connection with the Tobacco and Stamp Laws are 
of no less frequent occurrence than heretofore. With 
regard to the latter, the improvement shown by the 
returns is apparent rather than real, being in the main 
due to the larger stock of stamps held at the close of 1903 
at the Government depots than at the end of 1902. 

The present Ministry has, however, taken one important 
step in the right direction by again introducing a Bill 
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which, should it become law, will materially improve the 
condition of affairs with regard to the Salt monopoly. 
Bills amending the Stamp and Tobacco Laws have also 
been submitted to Parliament As regards the Stamp Law, 
the proposed measure deals with the duty on local and 
foreign cheques, provides for a decrease in the duty on 
deposits, fixes the fines payable in case of evasions of the 
law, and grants the Government the right of inspection in 
commercial and banking establishments. The salient 
features of the Bill relating to the Tobacco Duty are a 
slight increase in the Tax, the proceeds of which are to be 
devoted to the construction of new and the improvement 
of old factories, and certain provisions intended to facilitate 
the manufacture of cigarettes for export It is earnestly 
to be hoped that the Government will spare no pains to 
obtain the vote of these Bills,* and thus give proof of its 
desire to improve the administration of the assigned 
Revenues. 

The considerable fall which took place during the 
past year in the rate of exchange gave ground for satis- 
faction, and the Commission are of opinion that, under 
normal conditions, the decline in the premium on gold 
should continue steadily. The fall since the end of 
the year 1903 has, however, been so pronounced as to 
suggest apprehensions of a sharp reaction should the present 
favourable agricultural conditions receive a check. In the 
Council's opinion neither the interests of Greece nor those 
of the Bondholders would be served by a too rapid, and 
therefore possibly transitory, decline in the gold premium. 
To be permanent the fall should, on the contrary, be 

° These measures were not voted in the session which has just closed, but it is hoped 
that they may be passed during the coming winter. 
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gradual and strictly commensurate with the economic 
progress of the country. Owing to the exceptionally 
good crops a certain monetary stringency was experienced 
in the latter half of 1903, and in various quarters an 
increase in the fiduciary circulation was mooted. The 
Council feel that such a step might imperil the progress 
made since 1898, and whilst admitting that in a country 
like Greece, where internal business is developing, and 
instruments of credit, such as cheques, are practically 
unknown, the subject is one of considerable difficulty, they 
agree with the view expressed by the Commission in 
their Report that, apart from circumstances of absolute 
necessity, the fiduciary circulation should be maintained 
within its present limits. 

Two favourable features of the situation are the final 
settlement, through the intervention of the Powers, of the 
personnel question and the decision of the Greek Govern- 
ment not to ask for the issue of the available balance of the 
Guaranteed Loan. The first will probably tend to simplify 
the future relations between the Commission and Greek 
Ministries. The effect of the latter, however, would seem 
to be in a great measure counterbalanced by the ambitious 
programme of increased naval and military expenditure, 
involving an augmentation in taxation, to which it is under- 
stood the present Ministry stands pledged. The Commis- 
sion in their Report draw attention to various signs por- 
tending a marked economic revival in Greece, and it is to 
be regretted that the Greek Government, instead of con- 
centrating their efforts upon reforms destined to place the 
financial administration on a really sound basis and doing 
all in their power to encourage home industries, should 
embark upon a policy of naval and military expansion 
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which neither the finances nor the requirements ot the 
country would appear to justify. 



Report of the International Financial 
Commission. 

The following information is taken from the Report 
of the International Financial Commission : — 

Introductory Remarks. 

The Receipts from the assigned Revenues during 1903 
showed an increase, as compared with the preceding year, 
of 2,620,221 dr., and exceeded the estimate framed in 
1898 by 14,229,654 dr. As regards the increase of interest 
and amortisation, the total sum available in respect of 
1903 was fr. 2,668,783.16 (gold), as against an average, for 
the years 1899-1903, of fr. 1,543450 (gold). The results 
for the year 1903, therefore, appeared satisfactory, not 
only as to the returns from the assigned Revenues, but 
also with regard to the rate of exchange, the mean rate 
having fallen from 162.56 in 1902 to 156.45 in 1903. 
This condition of affairs was not, however, to be attributed 
to an improvement in the legislation concerning the 
assigned Revenues, no more serious efforts having been 
made in this direction in 1903 than during the preceding 
years. The increase in the yield of the Revenues was, 
consequently, chiefly attributable to the material prosperity 
of the country. The development of industrial under- 
takings, the growth of the mercantile marine, and various 
signs, demonstrating that Greece was on the eve of recon- 
stituting her economic forces in order definitively to emerge 
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from the crisis which commenced in 1893, and led to the 
settlement of 1898, were proofs of this prosperity. It was 
to be hoped that nothing would occur to hinder the 
regeneration of the country, and it was in this connec- 
tion that the Commission had witnessed with satis- 
faction the abandonment, on the part of the Government, 
of the right to issue the balance of the Guaranteed Loan. 
This decision seemed to indicate that the Government had 
held that, although there had been deficits since 1898, no 
fresh Floating Debt had as yet been incurred, and that in 
these circumstances a real budgetary equilibrium could 
be ensured by administrative improvements and reforms 
in certain branches of the public service. The results of 
the years 1899 anc * '900 appeared to prove that this object 
could be attained. 

The Greek Government could depend upon the most 
sincere and active collaboration of the Commission 
with regard to all questions connected with the Conven- 
tion Law of 1898. As to the assigned Revenues, 
the Commission were of opinion that it would be easy 
to bring about a considerable increase in the receipts 
by means of improved legislation with regard to tobacco 
and stamps, by the reorganisation of the Emery Mono- 
poly, and by the suppression of frauds and contra- 
band. But it was neither their right nor their duty to 
intervene with reference to the reorganisation of the State 
Finances. They could only point out, as they had already 
done in their Report for 1901, the desirability of re-estab- 
lishing order and clearness in the national accounts by 
taking administrative or legislative measures to ensure 
in future the centralisation and co-ordination of the 
financial services of the State, suppressing all special 



Digitized by VjOOQ IC 



i6o 

accounts, and introducing the system of budgetary unity. 
It appeared, indeed, from the financial reports, that the 
equilibrium of Revenue and Expenditure was imperilled 
not so much by ordinary expenditure provided for by the 
Budget as by supplementary credits and extra-budgetary 
expenditure. 

The improvement in the economic condition of the 
country foreshadowed a gradual fall in the rate of ex- 
change, provided that new loans did not further add, 
directly or indirectly, to the foreign liabilities of the State, 
and that new taxes were accompanied by reforms calcu- 
lated to facilitate the economic expansion of the country 
by fostering agriculture and industry. This fall would 
certainly be more marked during the next quinquennial 
period than in the years 1899- 1903, as the country would 
then begin to experience the beneficent influence of the 
decrease in the fiduciary circulation consequent upon the 
cessation of the issue of bank notes and of the annual 
amortisation of the forced currency. 



The general receipts and expenses of the Commission 
during the year 1903 (O.S.) were as follows : — 
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RECEIPTS FOR 1903. 

Fr. (Gold). Dr. (Paper). 
Balance on 31st December, 1902 304,793.76 7,714,231.26 

1. Gross proceeds of Revenues assigned for the 

service of the Debt 594,889.50 52,890,805.90 

2. Share belonging to the Government by 

reason of the increase of the Tax on 
Tobacco, in virtue of the Law BYE of 
30th March, 1900 2,914,147.50 

3. Interest on remittances for the service of 

the Debt 72,042.56 

4. Balance of plus-values from 1902 273,549.65 
Accumulated Interest on plus- 
values 18,687.35 



292,237.00 



5. Product of the conversion of 240 1,590. 10 dr., 

representing a part of the plus-values of 

1903, to be distributed in 1904 1,599,988.80 

6. Coupons missing on repurchased Bonds ... 12.00 
7^ Interest on funds, intended for the improve- 
ment of the Funding Loan, in the hands 

of Messrs. Hambro & Son 1,218.75 

8. Interest from Banks upon amounts pro- 
duced by the 496 1902 '* Greek Railways" 
Loan, and deposited in London, Paris, 
and Athens : — 

Interest to 31st Dec., 

1903 fr. 226,445.12 dr. 14,893.50 

Interest to 31st Dec, 

1903 216,239.72 61,164.00 



442,684.84 76,057.50 

9. Sale of Empty Cases 672.70 

Total 3*307,867.21 63,595,914.86 
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EXPENSES FOR 1903. 

Fr. (Gold). Dr. (Paper). 
I.* Remittances to Paying Establishments, for 
service of Gold Loans, derived from : — 
Assigned Revenues ... fr. 454,000.00 
Interest on deposits, as 

per contra 72,042.56 

Balance from 1902 dis- 
tribution of plus- 
values added to the 
1903 service ... 204,884.15 

Coupons missing on re- 
purchased Bonds ... 12.00 

73<>>938.7I 

Purchase ot a sum of fr. 15,818,188.06 25,038,889.17 

f Conversion into fr. 1,141,757.60 of 

the plus-values of 1902 11835,853.4s 

2. Conversion into fr. 1,599.988.80 of a part 

of the plus-values of 1903, to be distri- 
buted in 1904 2,401,590.10 

3. Cost of Advertisements for service of Gold 

Loans paid by the National Bank of 

Greece from the assigned Revenues ... i>239.oo 

4. Special expenditure in connection with 

State Salines deducted, from moiety of 
plus-values applicable to increase of 
interest 4,326.65 

5. Service of Currency Loans and Floating 

Debt (Paper) 7,641,174-05 

Carried forward .. ... 730,938.71 36,923,072.4$ 

• Remittances for the service of Gold Loans : — Fr. (Gold). 

Balance on 31st December, 1903 .. .. .. a .. 4,640,522.7a 

Remittances during 1003, Interest and Coupons missing on 

Bonds repurchased .. .. I 7i4 x 7» 334-7* 

Benefit from conversion of francs into £ and Marks .. 2,109.72 

22,059,967.16 

Distribution of thus amount :— Fr. (Gold). 

Payment of Service of Gold Loans 17,347,058.08 

„ Bonds, 1893 Drawing .. 286,779.04 

Cost of Advertising, etc 6,808.58 

Amounts paid into the State Treasury : — 

x. By Messrs. Hambro & Son : ^ Difference between 
amount deposited for amortisation of " Greek Rail- 
ways " Loan and amount employed 7»475«7° 

2. By the Comptoir National d'Escompte : Surplus 

funds in respect of redemption of Certificates for 
70 per cent, unpaid on Coupons maturing 1896 and 

1897 .. .. 3«.33<>« ox 

3. Interest on remittances during 1902 68,243.13 

Loss on conversion of francs into & and Marks .. .. 11,196.39 

Balance in Paying Establishments, 31st Dec, 1903 .. 4,020,076.23 

Total 22,059,967.16 

t Of this total of fr. 1,141.757.60 a sum of fr. 868,207.95 was added to the remit- 
*s on account of the Gold Loans, and the balance of fr. 273,549.65 appears amongst 
Receipts as available for distribution in 1904. 
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Fr. (Gold.) Dr. (Paper.) 
Brought forward 730,938.71 36,923,072.45 

6. Amelioration of the Funding Loan : — 
8% Supplementary interest 

on Coupons fr. 41,015.88 

Depreciation of Guaranteed 
Loan Bonds representing 
funds assigned for ameli- 
oration of Funding Loan 3,210.71 

44,226.59 

7. Expenses and Commission of the R£gie 

Company 1,982.95 3»377>io2.72 

8. Expenses of the International Financial 

Commission 243,786.15 

9. Paid into the State Treasury : — 
u Surplus Receipts 

from Assigned 
Revenues during 
second half-year 

of 1902 .. .. fr. 17,089.61 dr. 5,878,377.78 
2. Surplus Receipts 





from Assigned 








Revenues during 








first half-year of 








1903 .. .. 


29,432.12 


".395,243-49 


3« 


Interest from 
Banks as per 
contra upon 
amounts pro- 
duced by 4 % 
1902 " Greek 
Railways" Loan 
Sale of Empty 








442,684.84 


76,057.50 


4« 








Cases 




672.70 



489,206.57 17,350,351-47 

1,266,354.82 57,894,3'2.79 
Balance on 31st December, 1903 ... 2,041,512.39 5,701,602.07 

Total 3»3°7,867.2i 63,595,914.86 

Under the Service of Currency Loans was included 
the service of the old Currency Loans, requiring 
4, 1 53,6oS-6o dr. ; that of the Pyrgos-Meligala Five per Cent. 
Railway Loan amounting to 614,808.75 dr. ; that of the 
Floating Currency Debt, which absorbed 872,759.70 dr., 
and the sum of 2,000,000 dr., which, in accordance with 
the provisions of Article 30 of the Law of Control, is 
annually devoted to the withdrawal of forced paper cur- 
rency. The situation of these Loans at the close of each 
year from 1899 *° I 9°3> inclusive, is shown in the annexed 
Table :— 

L 2 
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CURRENCY DEBT. 
Capital Account. 



1868 4 1 KingOtho 
1885 Patriotic Loan 

(without Interest) 
•1898 5 % Unified., 
tiooo s% Px 1 ^ 05 * 

Meligala Railway 
Forced Currency of 

Bank notes and 

Bonds 

Total .. 


1899. 


1900. 


1 901. 


1902. 


1903. 


Dr. (Paper). 
1,406,601.55 

2,263,950.0c 
76,147,80a 00 

93.775.974-94 


Dr. (Paper). 
1.261,335.7° 

2,227,670.00 
•76,160,000.00 

9«.775 974-94 


Dr. (Paper). 
1,110,207.60 

2. I9 1 . 390. 00 
76,080,000.00 

• 

89.775.974-94 


Dr. (Paper). 
952,977.25 

2,155,110.00 
75»99 » 000 -°o 

11,750,000.00 
87.775.974-94 


Dr. (Paper). 
789,4<>5-«5 

2,h8^3Oj0C 

75,8oAOoaoc 
ii,730,oocmx 

85,775*974-94 


1731594,326.49 171,424.980.64 


169,157,572-54 


178624.062.19 


176,304^x0-05 



* Of this I^oan 922 Bonds, representing 92,200 dr., in the possession of the Greek 
Government, were issued in 1900. 

t The ordinary service commenced on isth-28th July, 1902, the payment of the first 
Coupon and the first Amortisation being on I5th-a8th January, 1903. 

It will be observed that the last item (No. 9) in the 
Statement of Expenditure given above included the 
Government's share of the surplus of the assigned 
Revenues in respect of the second half-year of 1902. This 
could not be paid over until the accounts relating to the 
plus-values during the year had been closed. The propor- 
tion of the total surplus Receipts from the assigned 
Revenues accruing to the Government during 1903 was 
fr. 138,906.55 (gold) and 16,234,055.96 dr. (paper), includ- 
ing 2,914,147.50 dr. produced by the surtax on Tobacco. 

Service of the External Debt. 

During 1903 the remittances made by the Commission 
amounted to fr. 17,417,334.72, including interest and the 
value of coupons missing on certain Bonds purchased for 
amortisation. As is shown by the following Table, the 
amount actually required for the service of the Debt, 
including the Four per Cent. "Greek Railways" Loan of 
1902, was slightly less, being fr. 17,344,272.93. 
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The total disbursements effected by the paying estab- 
lishments in 1903, on account of that and preceding years, 
amounted to fr. 17,651,842.09, and there remained in their 
hands on the 31st December a balance of fr. 4,020,076.23 
to provide for the Coupons maturing on 1st January, 
1904, and to meet the payment of such unprescribed 
Coupons of earlier date as had not then been presented. 

With regard to the additional interest on the Funding 
Loan, the final distribution in respect of which will take 
place in October of the current year, the amount in 
hand on the 31st December, 1903, after allowing for 
Coupons not presented for payment, was fr. 35454.36, 
reckoning at par the Guaranteed Bonds in which the 
money has been invested. This sum, however, owing to 
the loss on the sale of the Guaranteed Bonds, would not 
suffice to pay the additional interest, at the rate of 8 per 
cent, per annum of the original interest, on all four 
Coupons maturing during 1904, and, consequently, the 
October Coupon would probably be paid at a lower rate 
which would be fixed after payment of the July Coupon. 

The following Table gives a summary of the payment 
of Coupons during 1903, classified according to countries. 
Eliminating the amounts paid on account of the Greek 
Railways Loan, the Coupons paid in England represented 
fr. 6,252,045 out of a total of fr. 12,471,228. The sum paid 
in this country, therefore, shows a slight falling off as 
compared with the corresponding figures for 1902, although 
it still amounts to 50 per cent, of the total. It may also 
be noted that the Table shows that a steady transfer of 
Greek Bonds from Germany to France is taking place. 
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Loans. 


Germany. England. 


France. 


Greece. 


Total. 


42 Monopoly 1884 

S% Funding Loan 1893 

5X1881 

Sli8«4 •• 

Piraeus- Lartssa 5% 1890 

4X ReBtes 

2# Guaranteed .. .. 


Fr. 
932,361.90 
7,739-oo 
186,518.50 
599,975-oo 
65.458.50 
119,876.00 


Fr. 

1,001,638.30 
124,348.00 
631,050.00 
311,57050 
282,074.50 
741,614.40 

3,i59,75o.oo 

6,252,045.70 
761,220.00 


Fr. 

443,861.10 
33,520.00 
588,743.50 
532,705.00 
416,434.00 
1,115,575.20 
587,093-75 


Fr. 
62,912 10 
3,952.oo 
280,580.00 
44,892.00 
35,118.00 
161,967.20 


Fr. 
8,440,673.40 

169,559.00 
1,686,892.00 
1,489,142.50 

799,085.00 
2,139,032.80 
3,746.843-75 


42 Greek Railways . . 
Total . . 


1,911,828.90 
10,360.00 


3,717,932.55 '589,421.30 
54,320.00 53,240.00 


12,471,228.45 
879,140.00 


1,923,188.90 


7,013,265.70 


3,772,252.55 642,661.30 


13,350,368.45 



The situation as regards the unredeemed Capital of the 
Loans at the end of each of the years 1899 to 1903 
inclusive, is shown by the following Table : — 



Loans. 


Capital. 


31st Dec. 
1899 


31st Dec. 
1900 


31st Dec. 
1 901 


31st Dec. 
1902 


31st Dec 
*9©3 


1887 4% Monopoly.. 
1893 $% Funding .. 

1881 $% 

1884 si •• •• •• 

1890 5% Piraeus- La- 

rissa 

1889 4% Rentes 


Fr. 

132,468,000 

9,688,500 

103,090,000 

90,168,500 

59,622,500 
154,422,500 


Fr. 

132,115,500 

9,656 500 

102,446,000 

89,601,500 

59,254,000 
153,888,000 


Fr. 

131,750,000 

9,624,000 

102,057,500 

89,261,000 

59,023,500 
152,908,000 


Fr. 

131,142,500 

9,566,500 

101,669,000 

88,921,000 

58,795,5oo 
i52,3 I 3,ooo 


Fr. 

130,663,000 

9,520,500 

101,182,500 

88,495,500 

58,504,500 
i5i,549,5oo 


1898 *\% Guaranteed 
1902 4% Greek Rail- 
ways 

Total .. .. 


549,460,000 
150,592,500 


546,961,500 
150,592,500 


544,628,000 
150,592,500 


542,407,500 
150,592,500 

22,000,000 


539,9i5,5oo 
148,722,500 

21,965,000 


700,052,500 


697,554,000 


695,220,500 


715,000,000 


710,603,000 
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K>3 a sum of fr. 988,246.88 was expended on 
1 of the old Gold Debt, the saving of interest 
f the Bonds amortised (which is devoted to 
of interest) being fr. 38,004.20. In addition 
,666,603.12 was disbursed for redemption of 
eed Loan and fr. 27,524.30 for that of the 
ays Loan. 



se of Interest and Sinking Fund. 

ase of Interest and Sinking Fund, due to the 
>f the plus-values and of the profit on exchange, 
year 1903, is shown by the following State- 



Plus-Values. 

Receipts from the Monopolies, Stamps Dr. 

n 1903 amounted to: — 

i (paper) 36,73°fiS 2 '4° 

old) 594,889.50 (from the Naxos Emery), 

exchange of 157.819 = '* 938,848.66 



37,669,701.06 



), 5 96 ,900 dr. produced by the Tobacco 
the year is deducted, as belonging 
the State, the product of the extra tax 
oke, imposed by the Law B * E of 30th 
imounting to 2,914,147.50 

ng a balance of < .. ... 34,755,553.56 
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reached the minimum fixed by the above Law, there 
is nothing to be added to the Receipts on this account. 

Thus the total Receipts were 34»755>553-56 

By the Law of Control these Receipts were estimated 
at 28,900,000.00 



The plus-value for 1903 is therefore 

Less 18 per cent, for expenses 

Leaving a balance of 

Of which the Bondholders receive 60 per cent. 



5,855,553.56 
1,053,999.64 

4»8oi,553-92 

2,880,932.35 



Benefit of Exchange. 

The amount fixed by the Law of Con- Dr. 
trol as the minimum assigned to the 
initial service of the Debt (fr. 9,000,000 
@ 165 exchange) 14,850,000.00 

Actual cost of remittances @ 157.819 
exchange 14,203,710.00 



Total benefit on exchange 



646,290.00 



Of which the Bondholders receive 60 per cent. 

Total 



387,774.00 
3,268,706.35 



The above 3,268,706.35 dr. = fr. 2,198,823.82, of which 
one-half is destined to the increase of Interest, and one-half 
to the increase of Amortisation. From the moiety applic- 
able to the increase of interest, however, is deducted a 
sum of fr. 2,910.46 on account of special expenditure in 
connection with the State Salines. 
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Increase of Interest. 

able : Fr. Fr. 

(less the above - mentioned 
ion) of the plus-values for 

1,096,501.45 

from plus-values of 1902 with 

* 96,496.05 

on Bonds redeemed from 1 898, 

3 inclusive 180,632.80 



il amount applicable to increase of Interest 1,3735630.30 
s apportioned to increase the 
1 rate of interest by the fol- 
percentages of the original 

:ent. to Loans of Group I. Fr. 

nopoly and Funding) ... 227,897.00 

:ent. to Loans of Group II. 

ins of 1881, 1884 and 1890) ... 743,856.00 
:ent. to Loans of Group 111. 

ites) ... 363,718.80 

i,33$ ? 47i-8Q 

mce to be carried forward to the next account 38,158.50 



Increase of Amortisation. 

able : Fr. Fr. 

" of the plus-values of 1 903 ... 1 ,099,4 1 1 .9 1 

from plus-values of 1902 with 

* I95,74<>.95 

otal 1,295,152.86 

is apportioned to increase the 
ition by the following per- 
of the original interest : — 
:ent. to Loans of Group I. ... 232,350.00 
:ent. „ „ II.... 76:,797-5o 

:ent. „ „ III. 248,000.00 

1,242,147-5° 

:e to be carried forward to the next account 53,005.36 
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Exchange. 

The situation with regard to exchange improved during 1903, the 
average rate having fallen to 156.45, as compared with 162.56 in 1902. 
This improvement was due in general to certain transitory causes, 
such as the introduction of foreign capital for the building of the 
Piraeus- Demerly Railway, but it must above all be attributed to the 
exceptionally good crops obtained in 1903. During the latter half of 
the year the operation of realising the value of the crops had 
produced a scarcity of paper money and for a time a somewhat 
severe monetary crisis prevailed. At this period the fiduciary 
circulation reached its maximum, whilst the rate of exchange fell 
steadily. The fact that this state of affairs was highly beneficial 
to the monetary system of the country not having been, perhaps, 
understood, it had been suggested, in order to give more elasticity 
to the circulating medium, to have recourse to an issue of paper 
money, which would, however, have aggravated the conditions 
due to the forced currency rigime and led to the partial loss of 
the advantages due to the progress achieved since 1898. The 
Commission held that, apart from circumstances of absolute 
necessity, it was essential that the fiduciary circulation should be 
kept within its present limits. Moreover, the crisis of 1903, which 
had not reacted unfavourably on the commercial situation in Greek 
markets, was one which allowed the question of the suppression of 
the forced currency to be viewed with the greatest confidence. 

There had been some temptation in Greece to think that a fall 
in the rate of exchange would be harmful because certain interests 
would be prejudiced ; the premium acting on their behalf as a 
protective duty or a sort of indirect subsidy. Such protection, 
however, was only a temporary and artificial phenomenon, benefiting 
some members of the body politic at the expense of the whole 
organism, and the only solution was to bring about a complete cure 
by leading the country gradually forward towards the suppression 
of forced currency. In Greece the question of exchange was 
sufficiently simple to render radical measures destined to hasten its 
disappearance unnecessary. Under normal conditions the premium 
might be expected to fall by degrees and, from the day when the 
condition of the State finances was rendered secure by a steady 
budgetary equilibrium, its disappearance might be regarded as likely 
to take place in the near future. Beyond the question of a sound 
financial administration, the rate of exchange depended upon the 
amount of the fiduciary circulation and upon a favourable economic 
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balance. These factors seemed likely to operate in favour of a lowering 
of the rate. The issue of State notes had been reduced since 1898 
by 6,000,000 dr. to 87,775,974 dr., which, together with the fixed 
maximum circulation of the Banks, viz., 65,000,000 dr. for the 
National Bank and 7,000,000 dr. for the Ionian Bank, made a total 
of 157*775,974 dr. This represented about 63 dr. per head of the 
population and, at the present rate of exchange, did not seem greatly 
to exceed the needs of a country in which other means of payment 
were not largely used. The fall in exchange, by increasing the 
value of paper money, would partially meet the new requirements 
due to the development of the material prosperity of the country. 
The tendency of the economic balance appeared to be favour- 
able to Greece. It was true that there existed an excess of Imports 
over Exports, but the deficit was apparently covered by the income 
of Greek capital invested abroad, by remittances from Greek emi- 
grants, by the expenditure effected in Greece by foreign travellers 
and sailors and by the earnings of the mercantile marine, which, 
during recent years, had considerably increased in importance. 

It was, therefore, to be foreseen that, from the day when the 
National Financial Administration attained an entire equilibrium 
by means of assured budgetary surpluses, the value of the drachma 
would gradually increase and approach par. 

Revenues Assigned for the Service of the Debt. 

Before dealing with the Administration of the assigned Revenues 
it seemed desirable to enquire as to the proportion between the 
returns obtained from them and the expenses of collection. This 
examination was necessary in order to ascertain whether the defects 
to be pointed out sprang either from an insufficiency in the credits 
destined to cover such expenses or from the mismanagement of the 
amounts devoted thereto. The cost of collecting revenue naturally 
varied in different countries, but as regarded the assigned Revenues 
in Greece, the results shown by the figures for the year 1902 were 
as follows : — 

Salt Cost of collection = 37-93 per cent, of Gross Returns. 

Petroleum ... ,, %1 =12*30 ,, 

= 6-86 

= wfi 
= 0-40 

= io*34 
= 1*97 
= 3'04 
= i'o8 .. 



Matches 
Playing Cards ... 
Cigarette Paper 

Emery 

Stamps, etc. ... 
Tobacco 
Pineus Customs 
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In the case of the Salt Revenue, the proportion of 37*93 per cent, 
was too high, and was consequent upon the frauds which reduced the 
receipts without diminishing the general expenses. As far as 
Petroleum, Matches and Playing Cards were concerned, the propor- 
tions were normal and gave rise to no remarks, except with regard t 
Playing Cards, the expenses in connection with which were increased 
owing to the Greek Government desiring to obtain the necessary stock 
of these articles from Greek manufactories. The cost of realising the 
Emery Revenue, viz., 10.34 of the gross return, would appear to be 
sufficient were it not that more than two-thirds of the expenses came 
under the head of transport and that, in these circumstances, the 
expenditure was perhaps not sufficient for the proper scientific work- 
ing of the mines. The proportions in respect of the Tobacco 
Revenue and the Piraeus Customs were, on the other hand, below 
those which were necessary for the efficient management of these 
branches of Revenue, and were the origin of all the defects to be 
noted in connection with the collection of the receipts under these 
heads. Taken as a whole, the proportion between the gross receipts 
and the expenses of collection of the assigned Revenues was too 
small to ensure sound administration, and therein lay one of the 
main sources of the losses experienced by the Greek Treasury incon- 
sequence of the insufficiency of supervision and repressive measures. 
The Commission had no means of enforcing their views concerning 
improvement?, but they had unceasingly tried to reach an under- 
standing with the Greek Government. Meantime, they had used 
every effort to improve the returns by maintaining continuity as 
regarded the personnel^ by exerting themselves to the end that the 
monopolised articles offered for sale should be of good quality and 
by carefully supervising the operations of the Re*gie Company. 

The rights of the Commission as to the nomination and dismissal, 
etc., of members of the personnel had, during 1903, been the subject 
of a divergence of views with the Greek Government. In view of the 
importance of the question, it had been referred to the Powers, and a 
solution had been arrived at which would, it was hoped, prove satis- 
factory and exclude the possibility of future difficulties. 

It was as yet too soon to pronounce upon the result of the reforms 
connected with the administration of the Regie Company, but the 
Commission were glad to be able to note that a considerable improve- 
ment had taken place during 1903. The Company's situation was 
good, the dividends having varied from 12*24 to 13*94 between 
1899 and 1903. 
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The question of contraband was a constant source of preoccupation 
to the International Commission. The State lost a considerable 
amount of Revenue not only from the Monopolies, but also in respect of 
ordinary merchandise subject to Customs duties, through this illici 
traffic. The matter had given rise to numerous communications ad- 
dressed to the Greek Government. Instead of improving, the situation 
was from day to day becoming more disquieting. The absence of 
supervision, the lack of sufficient means of suppression and the weak- 
ness shown by certain authorities with regard to enforcing penalties 
were calculated to inspire the gravest and most legitimate fears as to 
the improvement of the receipts of the Treasury and of those from 
the assigned Revenues. It was most necessary that the existing state 
of affairs should be remedied without delay, and, since the creation 
of the Commission various measures had been suggested to the 
Greek Government. Contraband was mainly carried on by sea, and 
a number of fast Revenue cruisers, commanded by naval officers, were 
required in place of the few existing boats which rarely left their 
home ports. The number of coastguards and Customs officers was 
quite inadequate, as also that of the stations on the land and maritime 
frontiers. Moreover, the Pineus Customs service left much to be 
desired, as was shown by the fact that on the occasion of a night 
inspection which had been carried out it had been found that two 
head officials were absent and that out of ten stations seven were 
entirely deserted by the officials charged with guarding them. The 
average proportion of the expenses of collection was in the case of 
the Customs Revenue 3*54 per cent, of the gross receipts. This was 
far below that obtaining in other countries similarly situated, and it 
was, therefore, not surprising that a considerable amount of revenue, 
estimated by the original Commission in 1898 at over 2,000,000 dr. 
and by other competent persons at 6,000,000 dr., was lost to the 
Exchequer. 

Stamps and Stamped Paper.— The receipts during 1903 had 
amounted to 11,417,086 dr., as against 10,524,743.60 dr. in 1902. The 
increase was therefore 892,342.40 dr., and the excess over the estimate 
framed in 1898 1,417,086 dr. This increase was, however, apparent 
rather than real, since the actual consumption had only grown from 
10,835,047 dr. in 1902 to 10,865,277 dr. in 1903, the difference being 
accounted for by the fact that the stock in the Government depots 
had amounted to 1,822,542 dr. at the close of 1903, as compared with 
1,270,733 dr. at the end of 1902. The lack of elasticity in this Revenue 
was, as had been pointed out in previous Reports, due to defects in 
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the stamp laws, which required entire remodelling. It was desirable 
to introduce a uniform in place of a graduated dirty on cheques, and 
to reduce the duty charged on small deposits at banks. The attention 
of the Government had also been drawn to the need of completing 
the stamp legislation by inserting provisions calculated to ensure the 
proper collection of the tax. 

Tobacco. — The return, amounting to 7,682,752 dr. in respect of the 
old duty of 5.80 dr. per oke had exceeded the guaranteed minimum 
by 622,752.50 dr., and the receipts for 1902 by 518,085 dr. The 
increase was considerable, but was only due lo a larger consumption, 
no steps having been taken to combat the prevailing system of frauds. 
The per capita consumption had been 195 drammes in 1901, 203 
drammes in 1902 and 217 in 1903, but in certain provinces, especially 
those in which tobacco was produced, the consumption was far below 
the average ; in two, indeed, it had sunk to 61 and 69 drammes per 
head of the population. This state of things deserved serious atten- 
tion on the part of the Government. 

PiRJttJS Customs. — The receipts had reached a total of 19,074,101 
dr., and therefore surpassed the estimated return by 8,374,101 dr., 
and that obtained in 1902 by 313,301 dr. The growth in the receipts 
was the result of the raising of the fixed rate of exchange for the pay- 
ment of Customs duties from 132.5 to 135 and of the increase of 
the duties on certain articles. On the other hand a considerable falling 
off had taken place under the head of duties on wheat. Attention 
had frequently been drawn to the defective installation of the Piraeus 
Custom House. The receipts had grown steadily from 11,500,000 dr. 
in 1895 to 19,500,000 dr. in 1903, representing two-thirds of the total 
Customs Revenue and one-sixth of the whole Revenue of the State. 
Nevertheless, practically no reforms had been introduced in recent 
years. If budgetary considerations rendered the erection of a new 
building impossible, it was at least essential to provide greater ware- 
house accommodation, to revise and improve the legislative enact- 
ments relating to the Customs officials and to increase both their 
number and their pay. 

Monopolies. 

Salt. — The revenue derived from this source had amounted to 
2,882,115.85 dr., exceeding the estimate by 472,115.85 dr., and the 
return during the preceding year by 118,194.55 dr. The methods 
employed in working the salines were primitive and defective, the 
salt delivered by the contractors to the Regie Company was often of 
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poor quality, and the number of guards attached to the salines was 
insufficient. The Commission had, however, some hope that the 
Government Bill, destined to improve the conditions relating to this 
Monopoly, which had been rejected by Parliament might again be 
brought forward. 

Petroleum. — The sum collected had been 6,783,555 dr., repre- 
senting an excess of 1,483,555 dr. over the estimated return, and an 
advance of 322,665 dr. as compared with 1902. The Commission had 
no voice regarding the purchases effected by the Government, and 
the quality of petroleum provided still left much to be desired. 

Matches.— The return of 1,615,533.15 dr. showed an improvement 
of 1 28, 1 59. 50 dr. over the corresponding figures for 1902, and exceeded 
the estimate framed in 1898 by 615,533.15 dr. 

Playing Cards.— This revenue had produced 355,17440 dr., or 
65,174.40 dr. more than the estimate and 45,884.50 dr. more than in 
1902. 

Cigarette Paper.— For the first time since 1900 the return had 
exceeded the guaranteed minimum (2,92 1,378 dr.), the receipts having 
reached the sum of 3,080,488 dr. The increase over the return in 
1902 had been 206,468.20 dr. 

Naxos Emery.— The product of the Emery Monopoly had 
amounted to fr. 594,889.50, as compared with fr. 500,076.15 in 1902, the 
surplus as against the estimated return being fr. 199,014.50. Notwith- 
standing the increase in the receipts, it was to be regretted that 
nothing had been done to improve either the methods of working the 
mines or the conditions under which sales were effected. Unless 
steps were taken, it was to be feared that the industry would be 
ruined by the competition of the mines in Asia Minor and by that of 
substances calculated to partially replace emery. 



The following Table shows the total monthly Receipts 
from the assigned Revenues during the year 1903 (Old 
Style):— 
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Revenue and Expenditure. 

The following figures are interesting as showing the 
total of the Ordinary Receipts and Expenditure during 
the five years 1899- 1903 as compared with the Estimates 
framed by the original Commission in 1898 : — 



REVENUE. 





1800 . 
(Definitive 
Results). 


1000 
(Provisional) 


xoox 
(Provisional) 


1902 
(Provisional) 


1903 

(Budget 

Estimates.) 


Actual Receipt 3 
Commission's Esti- 
mate 


Drachmae. 
109.777.62a 

89,639,640 


Drachmae. 
109,043,888 

92,598,780 


Drachmae. 
112,606,138 

95.557.920 


Drachmae. 
112,279,892 

98,517,060 


Drachm*. 
1 16,244,867 

100,266.500 


Difference . . 


20,137,082 


16,445. »o8 


17,138,218 


13,762,832 


15,978,3*7 



EXPENDITURE. 





1899 
(Definitive). 


1900 
(Provisional) 


xoox 
(Provisional) 


1902 
(Provisional) 


J9°3 

(Budget 

Estimates). 


Actual Ordinary Ex- 
penditure (exclu- 
sive of the service 
of the Debt) 

Commission's Esti- 
mate 


Drachmae. 

74,902,502 
f3.55i.ooo 


Drachmae. 

75,898,791 
63,851,000 


Drachmae. 

80,401,915 
64,151,000 


Drachmae. 

87,392,137 
64,451,000 


Drachma:. 

8o,77*» a 37 
64,75!.°°° 


Difference . . 


11,351,502 


".047.791 


16,250,9x5 


22,940, x 37 


16,021,337 
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With regard to the above Tables, it should be noted 
that, in the Statement of Revenue, profit on exchange is 
not taken into account ; that is to say, receipts in gold 
francs are counted as the same number of drachmae. This 
procedure is adopted because the profit on exchange is 
excluded from the original Commission's estimate of 
future Revenue, and if it were included in the Statement 
of actual Revenue here given an unfair comparison would 
result. On the other hand, any loss on exchange is in- 
cluded in the Statement of actual Expenditure and in the 
Commission's estimate of Expenditure for future years. 
In these circumstances the Tables are, of course, not 
entirely satisfactory ; but as their object is a comparison, 
not of Revenue with Expenditure, but of actual Revenue 
and Expenditure with the Commission's estimates, the 
lesser evil has been chosen, and the Tables serve, at any 
rate, to show that the results attained have been much 
more favourable than was anticipated by the original 
Commission. 



The following statistical information relating to Revenue 
and Expenditure, Imports and Exports and the rate 
of Exchange is partly taken from a valuable Report to 
the Foreign Office (published in March last), by Mr. H. P. 
Harvey, C.B., and partly furnished direct to the Council 
through his kindness. 



M 2 
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REVENUE, 1901-1904 (Fractions omitted). 



Description of Tax. 



I. Direct Taxes— 
Ploughing Animals . . . . 
Orchards and Pastures 

Oil 

Wine 

Currants 

Figs 

Various 

Ionian Islands (Tax on Produce) 

Cattle 

License Tax on Trades and Pro- 
fessions 

Houses 

Joint Stock Companies 

Total 

II. Duties and Excise— 

Customs 

Excise on Tobacco 

„ Spirits 

Duty on Wine (sold by retail) . . 
„ Beer 

Total 

III. Stamps and Dues— 

Stamps.. 

Consular Fees 

Post Office 

Telegraph and Telephone 

Export Duty 

Fines, etc 

Exemption from Military Service 

Various Fees 

Anchorage Dues 

Trade Marks 

Total 

IV. Monopolies— 

Cigarette Paper 

Playing Cards 

Matches 

Petroleum 

Salt 

Total 

V. State Property— 

Real Property 

Church Property ^ 

Mines and Quarries. 
Establishments and Works 

Bathing Places, etc 

Forests 

Fisheries 

Kail ways 

Total 

VI. Sale of State Property 

Carried forward 



1 901. 

Ordinary 

Actual 

Receipts. 

(Provisional) 



Drachmae. 

207,427 
1,461,058 
i»7i5.973 
4.051,234 

540,286 

198.985 
1,951.101 

2.133.852 

3,*29,6o2 

3.024,975 

394.270 



21,251,677 



33.52i,37i 
9.587,048 

} 533,657 



43,642,676 



13,807.239 

623.642 

2.230,394 

877,609 

3,732 

2,144,204 

1, 43o, 408 

220,446 

4«5,409 

2,580 



21,755,667 



2,756,065 
314,286 
1,381,180 
6,417.831 
2,803,102 



13,672,466 



277,195 

305,777 

1,200,341 

419,883 

83,612 

1,682,798 

405,676 

208,778 



4,584,062 



976,064 



105,882,612 



1902. 

Ordinary 

Actual 

Receipts. 

(Provisional) 



Drachmae. 
1,929,281 
191,838 
1,378,272 
1,125,127 
4145*00 

192,788 
2,313399 
2,083,417 

3,032,185 

2,987,085 

427.586 



20,331,583 



33.569,935 
10,034,319 

536926 



44,141,182 



13,152,625 

639,233 

2.416/576 

945,78i 

11,319 

1. 620430 

1,462.725 

205 276 

439,823 

2.700 



20,896,000 



2,897.972 
309.289 

»,487.373 
6,512,634 
2,763,921 



»3.97i.i9i 



*795,9o6 
296,742 
886,307 
476,153 
84*35 

1,918^27 
405,752 
200.720 



5.064,543 



754.614 



«05,i59t«3 



'003 . 

Budget 

Estimate of 

Receipts. 



Drachmae. 

2,350,000 

250,000 

I.tOO/XX) 

1,000^000 
4.024,000 
500,000 
181,250 
1990.580 
2,150.000 

3,350,000 

3,100,000 

400,000 



20,395,830 



34.6covooo 
9,920,000 

53o*»o 



13^02.500 

620,000 

2.606,300 

1,485,000 

6/KO 

2,140,700 

1,490*000 

238/360 

460,000 

2,500 



22,851,060 



2,880000 
310,000 
1,400,000 
6420,000 
2,868,750 



13.878,750 



645,144 

301,800 
1,184^00 

496,104 

83*00 

1,655,0*0 

407,000 



4.980.138 



1,190,600 



108,346,378 



1904. 

Budget 

Estimate of 

Receipts. 



Drachmae 

2,500,000 

250,000 

1,500/100 

t ,400,000 

4,050^00 

550,000 

193,000 

2,073,500 

2,300,000 

3,350,000 
3,500,000 

427,003 



35,000,000 
10,466,808 
I 600,000 

300,000 



46,366,808 



13,701,500 

640,000 

2,600,100 

1,480,000 

6,000 

2,264,000 

1,450,000 

230,100 

460,000 

2,500 



22,834,200 



3,140,042 
310,000 
1,550,000 
6,900/xo 
2,862,500 



14,762,542 



73*,9»° 
300,300 

1,181,370 
566,544 
83,000 

1,706,500 
415,000 
208,000 



S,'93,6«4 



1,197,300 



112,447,974 



• The increase is due to property purchased by the State. 
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REVENUE, 1901-1904- Continutd, 



Description of Tax. 



(Provisional) (Provisional) 



Brought forward 

VII. Repayments and Deduc- 
tions— 
Pension Fund (retained from 

Salaries) 

Repayment of Advances and 
Miscellaneous 



Total 



VIII. Sundries— 

Payments on Account of former 
financial years and Miscellaneous 

IX. Lighthouse Dues 

X. International Telegraphs.. 

XI. Primary Education .. 

XII Share of Communes in 
Cattle Tax 



Total Ordinary Revenue. . 

XIII. Extraordinary Revenue— 

Sale of Material 

Profit on Exchange on Ordinary 

Revenue 

Profit on Exchange on Extra- 
ordinary Revenue 

Deposits with Messrs. Hambro 
(Funding Loan) 

Profit on Exchange on these 
Deposits 

Interest on produce of Greek 
Railways Loan 190a, 4 per cent. 

XIV. Loans— 

1898, $% Unified 

1898, *\% Guaranteed 

Reduction of the Forced Currency 

Sum borrowed from the National 
Bank of Greece (Stefanowitch 
Estate) 

Greek Railways Loan 1909, 4 Sf . . 

Pyrgos-Mcligala Loan 1903, 4,$ . . 

Total Extraordinary Revenue.. 



Grand Total 



1901. 

Ordinary 
Actual 
Receipts. 



Drachmae. 
105,882,61a 



1,300,276 
511,161 



i,8it,439 



3,209,015 



415.403 



84,687 



335.731 



112,696,138 



111,654 
1,903,868 



} 50,905.781 
(a)2,ooo,oco 



54,921,304 



1902. 

Ordinary 

Actual 

Receipts. 



Drachms. 
105,159,113 



1.355.064 
1,002,492 



2.357.550 



2,94o,539 



439.829 



982,816 



64,558 



335,477 



112,279,892 



95,142 
2,069,446 

38,950 
94,651 
310,810 



( 104,486 
2, 000, 000 

*?,777,3o6 

17.600^00 

12,925 



26,033,716 



1903. 

Budget 
Estimate of 
Receipts. 



Drachmae. 
108,346,378 



1,300,000 
1, 108, 1 28 



2408,128 



4,170,361 



460,000 



430,000 



90,000 



340,000 



1 16,244,867 



109.750 

1,585.425 

95,37o 

38.950 



3 949.495 



167,617,443 138,313,608 120,194,362 121,186,246 



1904. 

Budget 
Estimate of 
Receipts. 



Drachmae. 
"2,447,974 



1,355,000 
1,080,243 



3,807,000 



460,000 



640,000 



85,000 



386,885 



120,262,102 



121,500 

750,062 

13,632 

38,95o 



924,144 



Note.— (a) The produce of the Forced Currency Loan of 1885 not hazing been included 
at the time in the Receipts, the Government purport to rectify this omission by including in 
the Budget of each year a sum of 2,000,000 dr., representing the annual amortisation of the 
forced currency. 

• See Footnote under Expenditure. 1902, on the following page. 
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EXPENDITURE, 1901-1904 (Fractions omitted). 



} 


1901. 

Actual 
Expenditure. 
(Provisional.) 


190a. 

Actual 
Expenditure. 
(Provisional.) 


1903. 

Crediu 
Voted. 

Drachmae. 

36,664,310 
383,800 
6,409,098 
1.335,000 
1,033,800 

2.698,553 
5.9x0,794 
16,538,115 

5.357.809 
18,307,031 
7.3X9,375 
x.448,365 
9^49x,33i 
4^46,178 


1904. 

Budget 
Estimates. 

\j\ acQioje. 

35,778.566 

3x5.800 

6»463,5J6 

1,335.000 

57x,»oot 

3.297.7x8 
5,985,80a 
X3. 589*259 

5,5x8,578 
20,755,408 
8,587.7x0 
9,159,010 
9,581,712 
6,270,858 


p 

A 
P 
C 
L 
D 

and In- 

Administration .. 
Sundries 


Drachmae. 

33.736,837 

370,560 

6,356,613 

1,335,000 

557.973 

»,73X,a85 
5.979,484 
X4,348,34» 

5.959,«»9 
X7.434.335 

7,0*9,009 

3,007,430 
xo.997.a49 

6,306,331 


Drachmae. 

33.459.3X9 

a69.359 

6,365,345 

1,335,000 

567.793 

2.79X.4XO 
6,169,639 
X7.343.990 

5,610,06: 

x 8,995.849 
7,333,139 
' 3.47x,o88 
10,763,436 
xo, 375.x 38* 


Total 


XX4, X38,759 


134,638,763 


xi7.436.S49 


190,300,347: 



* Including a sum of 3,777,306 dr., borrowed from the National Bank of Greece, and 
spent on the purchase of an estate. 

t Exclusive of 454,000 dr. on account of the Extraordinary Session of 1904. 
X Including the following assignments to the " Caisse de la Defense Nationale " : — 

Dr. 

From Customs 1,750,000 

„ Spirits Duties 350,000 

„ Beer 150,000 

3,350,000 

A comparison is made in the annexed Table between 
Revenue and Expenditure in the years 190 1-1904. With 
regard to the returns for recent years Mr. Harvey 
observes, in his Report to the Foreign Office, that the 
figures "tend to show that, notwithstanding the large 
increase in receipts, Greece is allowing her expenditure 
to outstrip her means. The reasons for this are not 
far to seek. So long as heavy arrears of taxation are 
allowed to remain uncollected, and the Chamber votes 
extra budgetary credits without satisfying itself of the 
existence of means to meet them, it will be impossible to 
make sure of a favourable balance on the Budget." 



Digitized by VjOOQ IC 



i»3 



[Greece. 





1 901. 

Actual 

Returns. 

(Provisional.) 


1903. 

Actual 

Keturns. 

(Provisional) 


1903. 

Budget 
Estimates. 


1904. 

Budget 
Estimates. 


Ordinary Receipts 
Sale of Material 
Profit on Exchange on 
Ordinary Revenue 


Drachmae. 

113,696,138 

111,654 

1,903,868 
1x4,7x1,660 


Drachmae. 

113,379,893 

95.i4a 

3,069,446 


Drachmae. 

1x6,344,867 

109,750 

"1585,4*5 


Drachmae. 
130,363,103 

X3X,5O0 

750,063 


Total .. 


«4,444,48o 


x 17,940,043 


iax, 133,664 


Ordinary Expenditure .. 
Servioe of the Debt 


80,401,915 
33.736,837 


87.39a, «37 
33.4ao.369 


8o,77a,a39 
36,635,360 


84,4sx,68x 
35,739.6x6 


Total .. 


"4,*3*,75a 


1 30,813,506* 


"7,397,599 


130,161,397 


Revenue 

Expenditure 


114.7x1,660 
114,138,75a 


114,444,480 
1 30,8x3,506 


1x7,940,043 
"7,397.599 


131,133,664 
1 ao, 101,397 


Surplus .. 
Deficit .. 


573,908 


6,368,036 


54a,443 


97a,367 



* Exclusive of the loan of 3,777,306 dr., mentioned above in the note under the Table of 
Expenditure, and of a deposit of 38,950 dr. at Messrs. Hambro's. 



The trade movement during the years 1902 and 1903 is 
given in the following Table, The figures are, however, 
only provisional. 
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IMPORTS AND EXPORTS, 1909 and 1903. 



z 9°?' 
(Provisional.) 



Imports 

into 
Greece. 



Live Stock 

Animal Products 

Products of Fishery 

Agricultural Products 

Oil and Ocaginous Substances 

Products of Forests 

Dyeing and Tanning Materials 

M inerals and Ores 

Medicines and Chemicals .. .. 

Leather. Hides, and Bones, Manufactured 

Wood, Manufactured 

Sugar Work and Pastry 

Wines and Spirituous Liquors 

Yarn and Tissues 

Mat*. Ropes Hat«, &c 

Crockery and Glass 
Minerals and Ores, Manufactured 
Implements and Instruments .. 
Paper, Printed Matter, &c 
Various Manufactured Materials 



£ 

157.326 

309,951 

246,091 

1, 612,010 

45340 
577*49* 

25.735 
563.733 
275,42© 

5».705 
8,245 

83.448 

19,679 
75 H >o3* 

72,4*3 

68,«;%3 
397.587 

34,38* 
110,048 
148,425 



Total 5,395,653 



Exports 

from 
Greece. 



1903. 
(Provisional) 



Imports I Exports 

into I from 
Greece. 1 Greece. 

I 



8,180 I 
184,098 I 
44/38 
1,356,636 
308,466 I 
137,597 I 
843 1 
761,191 
39.7J3 
13.087 

324 ; 

33.580 

213058 

8,833 

262 

1,914 

69,537 

2 

943 

32,581 



238,769 I 
306,657 1 
337,713 
1,653.793 
117.869 
385,86a 

26,972 
577.023 
288,640 

43,408 

9,941 1 
"4,874 , 

17.417 ! 
747.623 . 

83,184 

75.902 
293,382 

70,886 
125,008 
146,280 



5,461,202 



£ 
",953 

164,389 

28,380 

1,520,844 

197,»7 8 
io7,»o6 
626 
738,<>34 
36,762 

t3 T 

16,486 

459.459 

9.7o» 

"3 

1,176 

5i,959 

to 

1,104 

16,706 



3,376,662 



AVERAGE RATES OF EXCHANGE. 



! 
Month. 


Price of the Gold Franc in Drachmae. 


1901. 


1902. 


1903. 


1904- 


Janunry 

Februa»y 

March 

April 

May 

Tune 

July 

August 

Septemlier 

October 

November 

December 


170J 
1-69* 
i-6 9 & 
i6 9 i 
1 -62* 
i*57l 
1 '59* 
i*6o* 

1 -651 
1-69 
1 -68| 
1 '66 1 


1-67 } 
1-661 

1-641 

1 634 

1 '5<>i 
1-58 

i"58* 
164I 
164I 
163J 
162* 


160J ' 
1 6i^ 
162I 

1 59* 
i. 5 8i 

1.58! 
1-57* 
i-55l 
1 '54* 
r 5 ij 
i'5o* 
1-46* 


146J 

i*47li 
l'44i 
i*39* 
i*34f 
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GUATEMALA. 



New Four per Cent. External Debt of Guatemala of 



1895 :— 

Amount authorised 
Less redeemed 



Certificates issued in respect 
of unpaid interest 

Coupons in arrear and fall- 
ing due 30th December, 
1904 



£29,656 



326,216 



;6 1,600,000 
117,200 

£1,482,800 



355>872 
£1,838,672 



Guatemala Committee. 



Right Hon. Lord Avebury, Chair- 

man. 
Right Hon. Lord Allerton. 
J. C. Bayley, Esq. 
E. M. Bristowe, Esq. 
James Roberts Brown, Esq. 
Tudor Crawshay, Esq. 
W. Freke Evans, Esq. 
Hon. Sir C.W. Fremantle, K.C.B. 



L. Hansard, Esq. 
F. G. Home, Esq. 
S. Lambert, Esq. 
T. G. Surgey, Esq. 
H. T. Tatham, Esq. 
General Sir Luther Vaughan, 
K.C.B. 

Secretary. 
James P. Cooper, Esq. 
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Area 46,774 square miles. 

Population (1900) 1,647,300 

Capital, Guatemala la Nueva. Popu- 
lation (estimated 1898) 74,000. 

External Debt per head (including 
interest unpaid and Certificates 
issued) £1. 2s. 4d. 

President Don M. Estrada Cabrera. 

British Minister and Consul- 
General at Guatemala ... Edward Thornton, Esq. 

Charge" d'Affaires Don J. Tible Machado. 



History of the Debt. 

1825.— A Six per Cent. Loan for £1,428,571 was offered by the Central 
American Federation, of which the present Republic of 
Guatemala then formed part, but only ,£163,000 was issued, 
at 7^ per cent. 

1827. — On the breaking up of the Federation, Guatemala assumed 
five-twelfths of the £163,000, or £67,900. 

1828-55. — The Loan was in default during this period. 

1856. — An Arrangement was made which provided for the conversion 
of the outstanding Loan and arrears of interest into a Five 
per Cent. Federal Loan for £100,000, Guatemala acknow- 
ledging her liability for one-third of the original Loan of 
1825, viz., £54,433, and the interest in arrear from 1828 
to 1856, reduced and estimated at £45,567. The Con- 
version was carried out in London by Messrs. Isaac & 
Samuel. As security 50 per cent, of the Customs Dues 
was hypothecated. 

1863.— A Five per Cent. Loan for £11,000 was issued privately in 
London for the construction of roads, piers and bridges. 
This Loan went into default in February, 1864. 

1869.— Messrs. Thomson, Bonar & Co. issued a Loan for £500,000 
at 70^, bearing interest at 6 per cent, with an accumulative 
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Sinking Fund of 3 per cent. The Import Duties of the 
Republic were assigned as security for this Loan. 

1876. — The Loans of 1856 and 1869 went into default. 

1878. — One- third of the Coupon due 1st April, 1876, was paid in 
November this year, no payment being made on the subse- 
quent Coupons. 

1884. — An Arrangement was accepted by the Bondholders, but owing 
to political disturbances it was not carried out. 

1887. — The Government issued a Decree providing f. r the Consoli- 
dation of the Internal Debts and also for a settlement of the 
External Debt on the following bases : — The principal and 
arrear interest to be funded at par into a new Four per Cent 
External Consolidated Debt. A Sinking Fund of J per cent, 
to be applied by half-yearly Drawings at par, to come into 
operation three years after the acceptance of the Decree by 
the Bondholders. As security the Government assigned a 
portion of the Maritime Duties (particulars of which were 
annexed to the Decree) which were to be paid by the 
Importer to a Committee consisting of three members repre- 
senting the External Bondholders, the Internal Bondholders, 
and the Railway Companies respectively. 

1888.— The External Bondholders accepted the Decree of 1887, and 
Mew External Consolidated 4 per Cent. Bonds for ^922,700 
were issued by Messrs. Thomson, Bonar & Co. The Bond- 
holders, having to provide the expenses of the operation, voted 
28 per cent, of the arrear interest for this purpose. Each ^100 
Bond of the 1856 Loan, with ^62. is. 8d. interest arrears, was 
exchanged for ^144. 14s. od. New 4 per Cent. Bonds, and each 
j£ico Bond of the 1869 Loan, with ^72. 10s. od. interest 
arrears, for .£152. 4s od. New 4 per Cent. Bonds. 

The 1863 Loan was included in the above conversion. 

The conversion of the Internal Bonds into a New 
Consolidated Internal Debt, was effected upon conditions 
similar to those prescribed for the External Debt. The 
principal was redeemable at the rate of ^16 per $100 
New Bonds by an accumulative Sinking Fund of 1 per 
cent., and the interest was payable quarterly, at the rate of 6 
per cent, per annum, or £4. 16s. od. per $500 (^80) Bond 



Digitized by VjOOQ IC 



1 88 

The security was the same as for the External Debt. These 
Bonds were issued in Guatemala, and were introduced upon 
the London market in 1888. The total thus introduced was 
$6,400,000. 

1894.— Default took place upon both the External and Internal Con- 
solidated Debts, and the Committee of the Public Debt was 
suspended. 

1895.— A new Arrangement was accepted by the Bondholders in May, 
1895, on the following bases : Unification of the External 
Debt (amount outstanding ,£890,300) and the Internal Debt 
(amount outstanding $6,025,900, or say ^964,144) into a New 
Consolidated 4 per Cent. Debt for ;£ 1,600,000. The External 
Bonds, with interest arrears from 1st January, 1894, to 30th June, 
1895 (,£53,262), to be converted at the rate of £7$ Newfor^ioo 
Old Bonds. The Internal Bonds, with arrears for the same 
period (,£86,772) to be converted at the rate of ^75 New for 
each $500 or ^80 Old Bonds. A non-accumulative Sinking 
Fund of ;£ 1 5,000 per annum to be applied by purchases on 
the market. The Bonds to be secured by a special tax of 
six shillings on each quintal of coffee exported, fixed irre- 
vocably at this rate for the next ten years, commencing 1st 
July, 1895, the proceeds to be paid to the Agent of the Bond- 
holders at Guatemala. The interest on the New Bonds to 
commence from 30th June, 1895. 

1895-96.— In the same year the Government negotiated a Loan with 
Messrs. Miiller & Thomsen, of Hamburg, for ^658,500, for 
the construction of the Northern Railway. The Loan was 
secured on the excess of the Coffee Warrants, after pro- 
viding for the External Debt, the Government agreeing to 
hand over to Messrs. Miiller & Thomsen the whole of the 
Coffee Warrants corresponding to the crops of 1895-6, 
1896-7, and 1897-8. Messrs. Miiller & Thomsen bound 
themselves to attend to the service of the Four per Cent. 
External Debt up to 30th June, 1898, leaving in the 
possession of the Bondholders' Agents the amount in 
Coffee Warrants necessary to provide for the service of 
the same. This Arrangement was made without con- 
sultation with the Bondholders, and necessitated the 
drawing-up of a special Contract between the Government, 
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Messrs. Miillcr & Thomsen, and the Council, defining the 
prior rights of the holders of the External Debt. Under 
the terms of this Contract the Government undertook to 
hand over direct to the Banco de Guatemala, the Agents of 
the Bondholders, the whole of the Warrants representing 
the Export Duty on Coffee ; the Bank to hold the Warrants 
corresponding to each year, to provide in priority, out of the 
proceeds of the sale thereof, the amount required for the 
full payment of the service of the External Debt. 

1897. — In December, 1897, the Government, without reference to the 
Bondholders, entered into a further Contract with the Bank 
of Guatemala, as representing a German Syndicate, for an 
advance on the security of the Coffee Warrants, the Bank to 
set aside out of the sale of the Warrants the full sum required 
for the service of the Foreign Debt. 

1898. — On 5th April, 1898, a Law was passed reducing the duty on* 
coffee, which had been "irrevocably" fixed at $ij gold 
under the Contract with the External creditors in 1895, to 
$1 silver. 

In November, 1898, an Arrangement was made with the 
Bondholders on the following terms : — 

1. Interest on the External Debt during the next three 
years to be paid 2 per cent, in cash, and 2 per cent, in 
Certificates. The first Coupon of 1 per cent. (2 per cent, per 
annum) to be paid 31st December, 1898. 

2. Full payment of 4 per cent, per annum to be resumed 
after the expiration of three years, viz., on the Coupon falling 
due 31st December, 1901. 

3. The Certificates to be exchanged after 30th June, 1901, 
for Definitive Bonds bearing 4 per cent, interest, and 
similar to the existing Bonds. 

4. Amortisation to be suspended for three years. From 
30th June, 1 90 1, to 30th June, 1908, the Sinking Fund to be 
;£6,ooo a year, and after 30th June, 1908, the full Sinking 
Fund of ;£ 15,000 per annum to be resumed. The Sinking 
Fund to be applied half-yearly, in the manner provided in 
respect of the existing Bonds, to the redemption in the first 
place of the new principal. 
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5. A Banking House approved by the Bondholders' Com- 
mittee to guarantee the payment of 2 per cent, per annum 
for three years, so long as the sales of the Coffee Warrants 
representing the present tax of $1 silver per quintal for 
these three years are left in the hands of the German Syndi- 
cate. 

1899. — * n June, 1899, tne Government further reduced the Coffee 
Duty to $1 paper, and the German Syndicate failed to remit 
the funds for the payment of the December, 1899, Coupon 
at the rate of 2 per cent, per annum, as provided by the 
Agreement of November, 1898. The Duty was subsequently 
increased to $2 paper, but the additional amount, though 
claimed by the German Syndicate under their Contract, was 
applied by the Government to other purposes. 

1900.— The Government ordered the product of the Coffee Warrants 
held by the German Syndicate to be paid into the Deutsche 
Bank, London, until it was decided by arbitration whether 
or no the Syndicate was liable to pay the December, 1899, 
Coupon on the External Debt. The Government subse- 
quently ordered the Funds deposited in the Deutsche Bank 
to be paid to the " New " German Syndicate. It also handed 
over Coffee Warrants for $800,000 in respect of the current 
crop to the German Syndicate, and sold the balance to the 
Banco de Occidente, instead of depositing the whole of the 
Warrants with the Agents of the Bondholders, in accordance 
with the Contract of September, 1896. The Coffee Duty 
was increased in this year to $6 paper. 

1901-2. — Negotiations were carried on with the Guatemalan Minister 
in Europe which resulted in the signing of an ad referendum 
Agreement in March, 1902. Under this Agreement the 
Coupons maturing 30th December, 1902, and 30th June, 
1903, were to be paid at i£ per cent., and the subsequent 
Coupons at 3 per cent. All arrears to be funded into new 
Bonds. A Sinking Fund of 1 per cent, to come into opera- 
tion from 30th December, 1906. As security, the Govern- 
ment to assign the entire Customs Revenue. One three- 
hundredth of the total Debt Service to be paid daily by the 
Collectors of Customs direct to the Banco de Guatemala 
and placed to the credit of a Committee representing the 
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Bondholders. The Government to notify the contract to 
the Governments of the countries interested as constituting 
a binding engagement on Guatemala, and the Bonds to be 
endorsed with a memorandum to the effect that one or more 
of such Governments had taken note thereof. 

This Agreement was submitted to the Guatemalan Con- 
gress, which mutilated it to such an extent, by suppressing 
the provisions with regard to security, that the Committee 
declined to recommend the Bondholders to accept it in its 
modified form. 

1904. — An ad referendum contract for the settlement of the Debt 
was signed in July (see Report below). 

Report. 

It will be remembered that the Agreement entered into 
with Dr. Cruz, the Minister Plenipotentiary of the Guate- 
malan Government, in March, 1902, failed to meet with the 
approval of Congress except in so far as it was favourable 
to Guatemala. Further negotiations were carried on early 
in 1903 with Seflor Crisanto Medina, who had succeeded 
Dr. Cruz as Minister, which resulted in a new project of 
arrangement being drawn up. This was forwarded to 
Guatemala by Seflor Medina, but it was not accepted by 
the Guatemalan Government. 

At the end of June last Dr. Padilla arrived in London, 

having been specially commissioned by the President to 

make proposals for a settlement of the External Debt. 

The following letter was addressed by Dr. Padilla to the 

Council : — 

London, 4M July, 1904. 
J. P. COOPER, Esq., Secretary, 

Council of Foreign Bondholders. 
Dear Sir, 

As my knowledge of the English language is not sufficient 
to admit of my discussing personally with the members of the Corn- 
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mittee the arrangement for the settlement of the Guatemala Debt 
which I have had the honour to submit to you, I trust you will allow 
me to put in writing some of the arguments which I hope will 
induce the Committee to consider favourably the scheme as I have 
presented it. 

I may commence by saying that I recognise that the results of past 
negotiations have left in the minds of the Bondholders a certain want 
of confidence in the genuineness of the desire of my Government to 
meet its creditors to the fullest extent to which its resources admit of 
its doing. Bearing this in mind, I have impressed upon my Govern- 
ment the desirability of avoiding any appearance of acting in such a 
manner as to give the Bondholders any reason to think that the terms 
now offered are dictated by any other desire than to make the best 
settlement in favour of its creditors which the financial position of the 
country admits of. 

That the position should be so unfavourable is a matter of extreme 
regret to my Government, but I trust the Committee will make every 
allowance for the crippled condition in which the Government finds 
itself, through no fault of its own. The fall in the prices of our staple 
article of production, Coffee, has been sufficient to seriously redact 
the resources of the Government. When I tell you that " Middling 
Guatemala" Coffee, which at one time in 1891 was quoted in the 
London Market at 105s. per cwt., has fallen steadily since then, and 
last year was quoted as low as 42s. per cwt., you will be able to 
appreciate the losses which the country suffered. If we take an 
average Coffee crop as 750,000 cwts., we find that a crop which in 
1 891 gave gross nearly ,£4,000,000 sterling, has gradually since then 
declined in value, and last year only gave a little over ;£ 1,500,000 
sterling gross. What this fall in prices means to my country will be 
manifest to the Committee when I call its attention to the figures of 
Trade Statistics given in the Report of the Council of Foreign Bond- 
holders issued in August, 1902, where the total value of exports from 
Guatemala during 1901 is given as $7,519,485, of which Coffee 
accounts for $6,762,125. If to this is added the serious increase in the 
gold premium which in 1898, when the present Government came into 
power, was from 1 50 to 200, whereas to-day 90 days' sight Bills on 
London are quoted at 1,450 per cent, premium, I hope the Committee 
will admit that the problem which His Excellency the President has 
had to cope with has been and is a very serious one. I would further 
beg to draw the Committee's attention to the fact that President 
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Estrada Cabrera inherited from his predecessor not only an empty 
Treasury, but a large volume of debts. 

With the object in view, as previously mentioned, of arriving at the 
best terms to which the Government could bind itself, I have been 
communicating with the President by cable, and the result I have had 
the honour of submitting to you in the draft proposal which you will, 
I understand, shortly lay before the Committee. 

You have pointed out that the condition in the proposal which pro- 
vides for interest being payable at i£ per cent, during 1905 and 1906, 
and 3 per cent, thereafter, ought to be modified by paying 2 per cent, 
in 1906 instead of 1 J per cent. Allow me to assure you that in offer- 
ing i± per cent, for the year 1906, the President has been actuated by 
do desire to make a good arrangement for the Government at the 
expense of the Bondholders. He has been guided solely by the financial 
position of the country, and a desire only to enter into an agreement 
justified by that position, and consequently one which he will be able 
to carry out. 

The Committee will kindly remember that no attempt has been 
made to make any reduction in the arrears of interest, and that they 
have been capitalised in full. It must also not be forgotten that the 
present arrangement, if carried through, involves either a serious 
outlay in cash or a material increase in the Government indebtedness. 

The present opportunity is one which in my humble opinion— if the 
Committee will do me the honour to attach any value to it— the 
Committee would be well advised to consider as a genuine effort on 
the part of the Government of Guatemala to meet to the fullest 
extent in its power the just claims of the Bondholders. 

I am, etc., 

J. PADILLA. 



Negotiations ensued between Dr. Padilla and the Com- 
mittee with the result that the following ad referendum 
Contract was signed on the 18th July, the terms of which 
are generally in accord with the Agreement entered into 
with Seftor Medina in 1903 : — 

N 
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EXTERNAL DEBT OF GUATEMALA. 

Agreement Ad Referendum made between Senor Dr. Don 
Juan Padilla, acting on behalf of, and duly authorised by, the 
Government of Guatemala of the one part, and The Council 
of Foreign Bondholders of London acting in conjunction 
with The Committee of Guatemala Bondholders and as 
representing The Bondholders of the External Debt 
of Guatemala of the other part 

Article I. The total amount of the External Debt of Guatemala, 
made up to the 30th December, 1904, is as follows : — 

Principal ,£1,482,800 

Half of Interest from 30th June, 

1898, to 30th June, 1 90 1, 

convertible into Bonds ac- 
cording to the Agreement 

of 18th November, 1898 ... £88,968 

Half of Interest from 30th June, 

1898, to 30th Tune, 1901, 

payable in Cash under the 

same Agreement £88,968 

Less amount paid ... 29,656 

Balance ... £59,31* 

convertible into Bonds un- 
der the present Agreement 59.312 
Interest at 4 per cent, from 30th 
Tune, 1901, to 30th Decern- 
b^r, 1904, convertible into 
Bonds under the present 

Agreement 207,592 

3S5>872 

Total Debt on 30th December, 1904 £1.838,672 

Article 1 1. The rate of interest on the External Debt shall here- 
after be fixed as follows : — 

For the Coupons falling due 30th June, 

and 30th December, 1905 ... 1 \ per cent, per annum. 

For the Coupons falling due 30th June, 

and 30th December, 1906 ... 2 „ „ 

Foi the Coupons falling due 30th June, 

1907, and thereafter 3 „ „ 

Article III. The unpaid interest mentioned in Article I. shall be 
exchanged at par for New Bonds which the Government of Guate- 
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mala will issue in accordance with the provisions of this Agreement. 
The existing Bonds will either be stamped as participating in this 
Agreement or exchanged at par for New Bonds as may be found 
most convenient. 

Article IV. Commencing from the 30th December, 1909, an 
accumulative Sinking Fund of 1 per cent, per annum shall be applied 
half-yearly to the redemption of the Bonds of the External Debt by 
tenders or purchases on the market when the price of the Bonds is 
under par, and by drawings at par when the price of the Bonds is at 
or above par. The first redemption shall take place in the month of 
June, 1 910, drawn Bonds being paid on the due date of the next 
maturing Coupon. Bonds redeemed by purchase or drawings shall 
be cancelled and delivered to the Government. 

Article V. As security for the payment of the annual sum 
required for the service of the Debt, to which this Agreement refers, 
and for the expenses of the Debt service, the Government assigns, 
and will from the 31st day of December, 1904, pay in the manner 
hereinafter specified such an amount of the 30 per cent., which in 
accordance with the Decree of the Government No. 585 is to be paid 
in gold on account of the total of the Import Duties on nv rchandise 
which are collected in the Customs Houses of the Republic, as may 
be necessary to provide for the same. Such assignment, which the 
Government hereby declares will be free and available for the pur- 
poses of this Agreement from the 31st day of December, 1904, shall 
be a first charge on the above-mentioned 30 per cent., and shall be 
provided preferentially over all other payments thereout. 

A Commission shall be established at Guatemala, consisting of two 
members, one of whom shall be appointed by the Government, and 
the other by the Council of Foreign Bondholders, which Commission 
shall be charged with the duty of supervising the due execution 
c f this Contract 

The Collectors of Customs shall each week deposit direct with a 
Bank in Guatemala, to be agreed upon between the Government and 
the Council, the whole of the said 30 per cent, in gold of the Import 
Duties, and the Bank shall set aside each week to the account of the 
said Commissioners, out of the said duties, one fifty-second part of 
the sum required to provide in gold for the service of the Debt and 
the expenses of the Debt service. 

In the event of the receipts for one week not being sufficient 

N 2 
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to make up the one fifty-second part of the necessary sum, the 
deficiency shall be made good from the receipts of the week or weeks 
following. 

The Bank shall remit monthly the sums so received to the Agents 
in London charged with the service of the Debt, in such manner that 
the necessary amount may be available there in cash at least fifteen 
days before the dates of maturity of the Coupons, and in the event 
of any deficiency arising, such deficiency shall be provided in due 
time by the Government by additional payment from the Customs 
Receipts or other sources. 

The remuneration of the English representative on the Com- 
mission, which shall not exceed ^200 per annum, shall be fixed by 
agreement between the Government of Guatemala and the Council 
of Foreign Bondholders, and shall be paid by the Government as 
part of the expenses of the Debt service. 

Article VI. In case of any dispute arising between the Govern- 
ment and the Bondholders, it shall be settled by the Commissioners 
in joint agreement, and their decision shall be final and binding on 
both parties. If, however, the Commissioners should fail to agree, 
the matter in dispute shall be at once referred to H.M. the King of 
the Belgians, or to His Excellency General Porfirio Diaz, President 
of the Republic of Mexico, at the option of the Government of 
Guatemala. Should they be unable to act, some other suitable 
Arbitrator shall be chosen by mutual agreement between the Govern- 
ment of Guatemala and the Council of Foreign Bondholders, who 
shall be empowered to settle the dispute in the most expedient way 
for the proper safeguarding of the respective rights of the Govern- 
ment and the Bondholders, both parties hereby pledging them- 
selves irrevocably and unreservedly to accept and comply with the 
Arbitrator's decision. 

Article VII. The expenses of this arrangement, including the 
stamp duties, shall be borne by the Government, and shall be paid in 
cash or covered by the issue of a sufficient amount of New Bonds, at 
the option of the Government. The Bonds will be signed by the 
Agent of the Government, free of cost to the Council. 

Article VIII. The Council of Foreign Bondholders, in agreement 
with the Government or its representative, shall undertake the 
operation of carrying out this arrangement, and shall conclude all the 
necessary details. 
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Article IX. This arrangement is subject to ratification, first, by 
the Government of Guatemala and, afterwards, to acceptance by 
resolution of a General Meeting of the Bondholders to be convened 
by the Council and held in London. 

London, this 18th day of July, 1904. 

For the Government of the Republic of Guate 
mala, under Power conferred by the President 
bearing date April 13th, 1904. 

J. PAD1LLA. 
For the Council of Foreign Bondholders and the 
Committee of Guatemala Bondholders. 
AVEBURY. 

Note.— The Committee have strongly urged that (t) the rate of interest on the Debt 
should be increased to 4 per cent., provided a substantial improvement takes place in the 
financial condition of Guatemala in the future, and (2) the Certificates issued in respect of 
the 50 per cent, unpaid on the coupons of December 30th, 1898, and June 30th, 1899. which, 
under the arrangement of 1898, were exchangeable for new 4 per cent. Bonds aJftc June 
30th, 1 901, should be treated as though the exchange had duly been effected, and that 
additional New Bonds should be issued to provide for the funding of the interest at 4 per 
cent, accrued on the Certificates from June 30th, 1901, to December 30th. 1004. 

Dr. Padilla did not consider himself authorised to agree to the insertion of clauses to 
the above effect in the ad referendum Agreement, but he will take with him on his return to 
Guatemala a letter from the Committee, setting forth the claims of the Bondholders to these 
most moderate concessions, and he has undertaken to urge the Government of Guatemala to 
agree to their insertion in the Contract. • 

As regards the two points mentioned in the note ap- 
pended to the Agreement, the following letter has been 
addressed by the Council to the President of Guatemala. 

Council of Foreign Bondholders, 
London, 

19/// July^ 1904. 
To His Excellency, 

The President of the Republic of Guatemala. 

Sir, 

With reference to the ad referendum Agreement, of July !8th, 
for the settlement of the External Debt of Guatemala, I am directed 
by the Council of Foreign Bondholders and the Committee of 
Guatemala Bondholders to invite your Excellency's attention to two 
points which the Committee strongly urge should form part of the 
present Arrangement. The Committee pressed these points on Dr. 
Padilla, but Dr. Padilla did not feel himself authorised to agree to 
them, and he found it difficult to explain to your Excellency the exact 
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nature of ihcm by means of telegrams. Dr. Padilla, however, 
promised the Committee that he would cordially recommend their 
adoption, and he has kindly undertaken to place this letter, setting 
forth our views, in your Excellency's hands. 

The first concession asked for is that if the 30 per cent, of the import 
duties payable in gold should rise to £200,000 the rate of interest on 
the External Debt should be increased to 4 per cent. The Committee 
are of opinion that this is an entire ly reasonable request, and believe 
that it would not only be to the honour, but also for the advantage of 
Guatemala to grant it, as it would give the Bondholders a direct 
interest in ihe future improvement of the country. The Bondholders 
have already submitted to more than one reduction of their rightful 
claims, and it is extremely hard for them to be again asked to accept 
a permanent and irrevocable loss of income. Many of the present 
holders of the Bonds gave high prices for them, the quotation having 
been over 70 per cent, some fifteen years ago. We beg to point out 
to your Excellency that we are not suggesting anything which would 
entail additional taxation in Guatemala ; the rise in the rate of interest 
to 4 per cent, is entirely conditional on a large increase in the 
Customs Revenues of the Republic, which would mean that the 
Government could have no possible difficulty in finding the compara- 
tively small amount of £ 18,000 required to pay the difference between 
interest at 3 per cent, and 4 per cent per annum on the External 
Debt. It is certainly only equitable and fair that the Bondholders, 
who have submitted to such heavy reductions in the past, should be 
allowed, to the small extent suggested, to participate in any future 
increase in the prosperity of the country. We believe also that 
Guatemala would be amply repaid by the increased credit the country 
would enjoy. 

It is an unpleasant office for the Council and Committee to ask the 
Bondholders to consent to a reduction of interest in perpetuity ; and 
there is no satisfactory reply that can be given to the question : Why 
should not Guatemala pay the moderate sum she undertook to pay 
under the last Arrangement if the condition of the country becomes 
more prosperous, and she undoubtedly has ample means to do so? 

We trust, therefore, that your Excellency will have no hesitation in 
approving the suggestion made by the Committee. 

The second concession asked for by the Committee is still more 
modest. It is that interest should be recognised on the Certificates 
issued under the Arrangement of 1898 in respect of the unpaid half 
of the coupons on the External Debt. 1 may, perhaps, be allowed 
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briefly to recall to your Excellency's mind what has happened with 
regard to this matter. 

Under the Arrangement of 1898, the Bondholders consented to 
accept, for three years, half their interest in cash, while, for the other 
half, Certificates were to be issued by the Council of Foreign Bond- 
holders, which, after 30th June, 1901, were to be exchanged for new 
Bonds bearing 4 per cent, interest. The coupons due 30th December,, 
1898, and 30th June, 1899, were duly paid as to one half in cash, and 
Certificates were issued for the remaining half, but no funds were 
remitted for the half-payment of the lour other coupons included in 
the 1898 Arrangement. No further Certificates were therefore 
issued, and as no New Bonds were provided by the Government the 
Certificates already issued were never exchanged for Bonds. Had 
the Arrangement of 1898 been carried out, the Bondholders would 
have received New 4 per cent. Bonds for ^88,968, and up to 30th 
December, 1904, the coupons on these New Bonds would have 
amounted to ^12,456. If the New Bonds had actually been issued 
the Government would have been bound to recognise under the 
present Agreement not only the ^88,968 of principal, but the ^12,456- 
of interest accrued thereon. It is of course only just that the whole 
of these arrears of interest should be recognised, but the Committee 
are willing to waive their claim to two-thirds of the amount due. 
They contend that interest should certainly be recognised from 30th 
June, 1901, to 30th December, 1904, on the ^29,656 of Certificates 
actually issued and outstanding. The additional amount which 
would have to be added to the total of the Debt under the present 
Agreement is quite insignificant, viz., ,£4,152. 

The Council and Committee desire to impress on your Excellency 
that the Certificates referred to above are not necessarily held by the 
same persons who hold the Bonds. The Bondholders cut off their 
Coupons, due 30th December, 1898, and 30th June, 1899, and received 
in their places one half their interest in cash and Certificates for the 
other half. Many of them, being in need of money, sold their 
Certificates on the market. The other four Coupons (30th December, 
1809, to 30th June, 1901, inclusive) remain attached to the Bonds and 
are therefore in the hands of the Bondholders 

It would be wise to obviate the chances of any trouble being made 
by the holders of these Certificates, and we therefore urge on your 
Excellency the extreme desirability of recognising the interest 
accrued on these Certifica es from June, 1901, to December, 1904. 
As we have already pointed out, the additional amount of new Bonds 
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required for this purpose is only .£4,152, interest on which, at i$ per 
cent., is about £60 a. year ; at 2 per cent., j£8o a year ; and at 3 per 
cent., ;£i20 a year. The cost to the Government is therefore quite 
trifling, and we trust that your Excellency will see that the granting 
of the second point asked for by the Committee is not only a matter 
of justice, but of expediency. 

We beg to enclose a draft of Articles 1 and 2 of the Agreement, 
including the two concessions above mentioned, and hope to hear 
from your Excellency that you consent to our substituting the same 
for Articles 1 and 2 in the Agreement, as signed by Dr. Padilla. We 
do not hesitate to say that if this is done the concessions to which 
the Bondholders are asked to consent would be much more readily 
accepted. 

I have, etc., 

JAMES P. COOPER, 

Secretary. 

Although the terms proposed are far from satisfactory, 
the Committee were able to obtain an improvement in the 
rate of interest proposed to be paid, and they hope that 
the security which Guatemala undertakes to give will 
offer some compensation for the reduction in income to 
which the Bondholders are asked to submit. 

As soon as the Arrangement has received the approval 
of the Executive Government it will be submitted by the 
Council to a General Meeting of the Bondholders. 

The following Decree, which is practically identical with 
that of the 30th April, 1903, reproduced in the Council's 
last Report, was promulgated by Congress on the 26th 
April, 1904: — 

Decree No. 589. 
The National Legislative Assembly of the Republic of Guatemala 

decrees : 
Sole Article. The Executive Power is fully authorised to con- 
tract loans, carry out negotiations, and lake all such steps in the 
Department of Finance and Public Credit as it may deem conducive 
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to the better settlement of the fiscal situation of the country and the 
amortisation of the National Debt, and shall render account to the 
Assembly during its next ordinary sessions of the use which it may 
make of the present authorisation. 

Let it be delivered to the Executive for publication and fulfilment. 

Given in the Palace of the Legislative Power in Guatemala on the 
26th of April, 1904. 

. The President's Message. 

The President's Annual Message was presented to the 
National Assembly on the 1st March last. After dealing 
with the political situation, the President stated that at 
the request of the Central American Improvement Com- 
pany their contract with the Government for the comple- 
tion and working of the Northern Railway had been 
annulled, and the line was now in the hands of the 
Government An ad referendum contract had, however, 
been signed with an American Syndicate for the finishing 
of the section from Puerto Barrios to the capital. When 
this was done, Guatemala would possess an interoceanic 
railway, which, with the addition of a branch line which the 
Syndicate undertook to build from Zacapa to the frontier 
of Salvador, would greatly contribute to the progress oi 
the country. Work had been completed on the line from 
Cocales to Mazatenango, which placed the central district 
in direct communication with the south and west of the 
country, and 14^ kilometres had been added to the length 
of the Northern Road. 

The Report of the Finance Minister. 

The Report of the Minister of Finance for 1903 was 
presented to Congress on the 1st March, 1904. 

The difficulties which had characterised the economic 
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situation had not as yet, the Minister said, entirely dis- 
appeared, although the fertility of the country and the 
repairing of the damage wrought by the volcanic 
disturbances in 1902 had already produced a certain m- 
provement. In the course of 1903, with a view to p < 
tecting the country against possible foreign aggression, the 
largest and best equipped army ever raised in Guatemala 
had been mobilised. In order to provide for the cost of 
this mobilisation and also for administrative expenditure, 
five loans, producing a nett sum of $5,000,000 currency, 
had been contracted with the Banco de Guatemala. 

The Minister also remarked that the state of the finances 
had prevented the Government from giving effect to its 
desire to resume the payment of interest on the Public 
Debt, but pointed out that the existing administration had, 
since it came into power, liquidated a portion of the debt 
contracted previous to 1898 by its predecessors. 

Gold Debt. 

The gold liabilities of the Republic are stated to have 
amounted to $9,649,104 on the 31st December, 1903. 

With regard to this sum, it must be noted that the 
principal and arrears of the External Debt, which it in- 
cludes, are estimated in the Finance Minister's Report at 
^1,741,103, the true amount at the date named being 
£*>779>36o- The difference is due to the Minister having 
reckoned interest from 30th June, 1902, to 30th June, 1903, 
at i£ per cent., and from 30th June to 31st December, 
I903> at 3 per cent, instead of at the full rate of 4 per 
cent. The Report contains no information with regard to 
the funds which, under the Contract of 16th May, 1902 
(see Council's Report for 1901-2, page 185), were to be 
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deposited with the Banco de Guatemala for the service of 
the Debt, in accordance with the Law of 15th May of the 
same year. 

Internal Currency Debt. 

The total currency liabilities amounted to $43,465,759 
at the close of 1903. * 

Bonds of the Internal Debt Proper. 

The amount of these Bonds in circulation at the end 
of 1903 was $3,609,641 currency. The increase in capital, 
as compared with the amount outstanding in December, 
1902, was only $7,700 ; but, on the other hand, the arrears 
of interest increased from $1,868,511 to $2,299,656. 

Coffee Warrants. 

On the 1 6th October, 1903, a Decree was promulgated 
fixing the Export Duty on Coffee at $1 gold per quintal. 
In the preamble to the Decree it was stated that the rise 
in the rate of exchange occasioned great difficulties to the 
Treasury, that the Revenue receipts were insufficient to 
provide for the cost of administration, and that the high 
price of Coffee would enable the exporters to pay an 
equitable tax, which being levied in gold, would give 
stability to the rate of exchange without seriously affecting 
their interests. 

A further Decree, dated 19th October, 1903, provided 
for the issue of warrants to the value of $1,000,000 gold, 
and, on the same date, the Government concluded, with an 
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American Syndicate, a Contract of which the following 
were the principal provisions : — 

The Syndicate to purchase fiom the Government the $1,000,000 
gold of Coffee Warrants to be issued in respect of the 1903-4 crop 
at 80 per cent, of their face value. 

The Warrants to bear 8 per cent, interest on current account and 
in addition to the Export Duty on Coffee, the 30 per cent, of the 
Import Duties payable in gold to be applied to their amortisation so 
soon as the assignment of these duties to the Banco de Guatemala 
should terminate. 

No Coffee to be exported except after payment of the Duty by 
means of the Warrants held by the Syndicate's local representatives, 
and the Syndicate to have the right of causing the fiscal account 
books to be inspected at will to assure themselves with regard to the 
proper payment of the Duty. 

The principal and interest of any Warrants unredeemed on the 
31st August, 1904, to be paid by the Government on that day, either 
at the option of the Syndicate, in Warrants in respect of the 1904-5 
Coffee crop (on the same conditions as in the present case), or in 
American gold or approved gold bills. 

So long as the Warrants and the interest thereon are not fully 
paid, the Government not to suppress, alter, or assign to other parties 
either the Export Duty on subsequent Coffee crops or the 30 per 
cent, of the Import Duties payable in gold. 

The Government under no circumstances to consolidate the 
Warrants, such Warrants and the Revenues assigned for their pay- 
ment being the absolute property of the American Syndicate. 

A duplicate of the Contract to be deposited at the United States 
Legation at Guatemala, and the Syndicate to have the right to appeal 
to the United States Government for protection in the event of any 
violation of its terms. 

Concerning the above increase in the Export Duty on 
Coffee to $1 gold, the Minister stated that the Govern- 
ment would have been glad to avoid making any change 
in the amount of this tax. Several other sources of 
revenue were, however, pledged for the amortisation of 
debts, and it had proved impossible to satisfy the ir»any 



Digitized by VjOOQ IC 



205 [Guatemala. 

requirements of the public service with the product of the 
old tax: ($6 currency per quintal), more especially in view 
of the unjustifiable rise in the rate of exchange, which 
could only be attributed to the cupidity of speculators. 
The Contract with the American Syndicate had been 
entered into without prejudice to the conclusion of an 
arrangement for the liquidation of the amounts (for 
which this duty had been assigned as security) due 
to the Banco de Guatemala and the Banco de Occidente, 
and steps were being taken to arrive at a settlement. 



Contract of August, 1899. 

In the course of 1903 the outstanding liability to the 
Banks under this Contract was reduced from $5,029,859 to 
$4*980,590 currency. 



Contracts of August, 1902, with the Banco de 
Occidente. 

The first of these Contracts was for the purchase by the 
Bank of the $4,800,000 currency of Coffee Warrants issued 
in respect of the 1902-3 crop at 85 per cent of their nomi- 
nal value. The second related to a Loan of $4,705,882 
currency also negotiated with the Bank at 85 per cent. 
and secured upon the Stamp and certain other Revenues. 

According to the Ministers Report, the amounts due by 
the Government to the Banco de Occidente on the 31st 
December, 1903, under these Contracts were respectively 
$2,008,761 and $5,914,504, but no explanation is given of 
the fact that this latter sum exceeds the original amount 
of the Loan by over $1,200,000. 
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Contracts with the Banco de Guatemala. 

In the course of 1903 five Contracts of similar tenour, 
dated respectively 28th January, 14th February, 19th 
March, 15th April, and 25th June, were concluded between 
the Government and the Banco de Guatemala. Each Con- 
tract provided for a Loan to the Government of $1,300,000 
currency nominal at 85 per cent, less 2J per cent com- 
mission. The rate of interest was to be 8 per cent, and the 
security in each case $2 currency on every quintal of 
Coffee exported. These Contracts contained various other 
stipulations which need not be reproduced here, for, as will 
have been gathered from the summary of the Finance 
Minister's remarks given above, the repayment of all five 
Loans would appear to have become the subject of special 
negotiations in consequence of the Government having, as 
shown above, subsequently entered into a Contract with an 
American Syndicate. 

Revenue and Expenditure, 1903. 

The returns of Revenue and Expenditure given in the 
Minister's Report for 1903 include for the first time both 
gold and currency items. In the case of Revenue the gold 
Receipts are, in the Report itself, reduced to currency, and 
the total returns in currency show a slight falling off as 
compared with the corresponding figures for 1902* In the 
case of Expenditure, however, no such reduction is made. 
If, however, the gold items under. the head of Expenditure 
are converted at the rate which has apparently been 
adopted by the Minister for the conversion of the Receipts, 
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viz., $14.34 currency to $1 gold, the total Expenditure in 
currency would appear to have amounted to some 
$23,700,000. As compared with the Expenditure during 
1902, this sum would represent an increase of about 
$5,000,000 currency, and would, moreover, imply a deficit 
in 1903 of over $6,000,000 currency. 



Revenue, 1903. 

The following statement shows the gross and nett Receipts 
under each of the principal heads of Ordinary Revenue. 
These returns are exclusive of any Receipts in respect of 
Loans, etc. :— 





IGold. 


$ Currency. 


Gross Receipts. 


Expenses. 


Nett Receipts. 


Customs 

,, .. .. 

Liquor, Tobacco, and 

Monopolies 
Various Revenues . . 
Postal Service 
Telegraph Service . . 


384,514.43= 


5»5»4»3o6-52 
4,539.834-22 
10,054, 14a 74 

4,977,126.38 

1,788,017.21 

217,344.06 

550,256.31 


3»4*9-02 

201,500.81 

96,608.19 

290,142.51 

690,955.09 


10,050,721.72 

4.775.6*6.57 

1,691,409.02 

— 73.798.45 

— 140,698.78 


Total .. 


384,5x4-43 


17,586,884.70 


1,282,634.62 


16,304,250.08 



In the annexed Table are given the gross amounts in 
currency collected from each of the various sources of 
Ordinary Revenue during 1903, as compared with the 
corresponding figures for 1902 : — 
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Source. 


1902. 


1903. 


Increase 
in 1903. 


Decrease 
in 1903. 


Customs, 


$ 


$ 


$ 


» 


Import Duties and Addi- 










tional Duties 


2,937,221.67 


1,432,096.67 




i,5°5,«5-«> 


Export Duties 


4,707,448.91 


3,423,39499 




1, 284,05 3.92 


Exchange . 


3,074,860.56 


5,129,792.09 


2,054,93153 




Warehouse Dues 


6,355-75 


79306 




5.56i 79 


Confiscations 


5,321.03 


6,255.33 


93430 




Fines 


4,758.i6 


3,824.00 




933- 2 3 


Extraordinary Receipts... 


53.765 69 


54,298.90 


533-21 




Articles Free of Duty ... 


6,451-21 


3,683.87 




2,767.34 


Liquor ^ Tobacco and 










Monopolies. 










Liquor Revenue 


4,213,839.29 


4,724,677.74 


510,838.45 




Tobacco do 


34,526.19 


20,190.11 




14,336.08 


Powder Monopoly 


97,543.oo 
74,869.87 


96,949.75 




593-25 


Saltpetre do. 


82,236.63 


7.366.76 




Cartridge do. 


52,145.00 


53.072.15 


927.15 




Various Revenues. 










Stamped Paper 


149,802.00 


224,968.55 


75,166.55 




Stamps 

Mercnanis' Books 


86,783.98 
10,129.84 


84,228.90 




^J- 08 


8,381.44 


... 


1,748.40 


Property Tax 


416,925.27 


372,473.91 




44,45i-3* 


Road Tax 


202,071.00 


222,458.00 


20,387.00 




Military Tax 


73,855.oo 


83,945.oo 
168,193.42 


1 0,09a 00 




Slaughter Tax 


i75,045-86 




6,132.44 


Salt Tax 


27,172.33 


19,505.84 




7,666.49 


Duty on Sale and Transfer 
of Real Estate 










238,165.64 


246,068.25 


7,902.61 




Inheritance, etc, Duties 


66,037.96 


125,239.41 


59,201.45 




Pawnbroking Establish- 










ments 


19,222. 1 1 


16,187.07 




3,035°4 


Fines re Taxes 


32,37418 


18,337.23 




14.036.95 


Extraordinary Receipts 










from Taxes 


50,197.22 


88,547.30 


38,35a 08 




Redemption of Mortgages 
Was'e Lands 


... 


757.10 


757.io 




93,836. }9 
40,899.89 


67,919.63 




25,916.76 


Tax on Sugar Cane 


40,085.16 




813-73 


National Services. 










Telegraph Service 


530,471.52 


550,256.31 


19,784.79 




Postal Service 

Total 

Nett Decrease in 1903 


151,876.04 


217,344.06 


65,468.02 




17,633,972.56 


17,586,884.70 
47,087.86 


2,872,639.00 


2,919,726.86 


>7,633,972.56 


17,633,972.56 
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Concerning the Revenue Receipts in general, the Minister 
stated that the economic condition of the country had 
prevented their showing a normal rate of progress. 
He also pointed out that the Customs Revenue in 1903 
had exceeded the Budget Estimate by $1,331,640.74 
currency, but had fallen off, as compared with 1902, to the 
extent of $742,182.98 currency. 

In this connection it should be noted that, according to 
the figures given in the above Table, the decline would 
have been far greater had it not been for a considerable 
increase under the head of Exchange. If this item is 
deducted from the Customs Returns for both years, those 
for 1903 show a decrease of nearly $2,800,000 currency. 

An advance of $504,203.03 currency took place in the 
Receipts from " Liquor, Tobacco, and Monopolies," whilst 
the increases in respect of other taxes, etc., and the 
Postal and Telegraph Services, amounted respectively 
to $118,017.21 and $85,252.81. 

The following Table shows the gross Ordinary Revenue 
collected in each year from 1891 to 1903 inclusive: — 



Year. 


Gross Ordinary 
Revenue. 


Increase. 


Decrease. 




$ 


t 


* 


1891 


8,683,536 
8,660,489 






1892 




23,046 


1893 ... 


10422,752 
11,851,025 


1,762,262 


... 


1894 .- 


1,428,273 


... 


1895 .. 


14,491,667 


2,640,641 




1896 


15,150,741 


659,074 


... 


1897 ... 


12,479,741 




2,671,000 


1898 


9,738,661 




2,741,079 


1899 ... 


8,566,906 




1,171,754 


1900 


9»I39,872 


572,965 ' 
5,304,458 j 




1901 


14,444,330 




1902 


17,633,972 


3,189,642 ! 




1903 


17,586,884 




47,088 
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Expenditure, 1903. 

The Expenditure in 1903 amounted to $429> 8 7 a 74 S° W 
and $17,036,938.46 currency, the details being as follows :— 





$ Gold. 


% Currency. 


Department of— 

Finance 

Government and Justice 

War 

Internal Development 

Foreign Affairs 

*• Public Instruction 

Pensions 

Public Credit 

Municipalities 

.Beneficence 


1,663.93 

9,9«7-27 

I3L327.37 

3.64557 

69,811.32 

213,505.28 


1,610,633.00 

1,960,13741 

6,932,445-34 

966,224.30 

212,827.77 

1,359,663.65 

35i.643- 2 7 

3,409.746.77 

112,48545 

121,131.50 


% Total 


429,870.74 


17,036,93846 



With regard to the Expenditure, the Minister remarked 
that it had surpassed the Budget Estimate by $429,87074 
gold and $1,940,292.62 currency, and that this excess was 
due to the need for exceptional military expenses and to 
the high price paid by the Government for articles pur- 
chased abroad in consequence of the rise in the rate of 
exchange. 

Assets and Liabilities, 1903. 

The following Table gives the details of the Assets and 
Liabilities of the Republic on the 31st December, 1903. 
The Assets had increased, as compared with those at the 
close of 1902, by $631,632 gold and $1,529,823 currency, 
and the Currency and Gold Liabilities by $12,195,080 
and $550,958 respectively. Almost the whole of the 
increase in the Currency Liabilities was due to advances 
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obtained under Contracts with the Banco de Guatemala 
and the Banco de Occidente. 



Assets. 



Cash 

Furniture 

Sundry Debtors . 

Bills, etc, Receivable .. 

National Property 

Landed Property at Los Andes 

Northern Railway 

Iztapa Railway 

Decauville Railway . . 

Port of Iztapa 

Sundry Credit Balances on 

account of Contracts 
Sundry Accounts pending . 



$ Currency. 
822,436 
116,459 

'8,375.678 

188,060 

13,761,817 

446,048 

19,180 

1,140,789 

1,069,410 
9x7,950 



Liabilities. 



Total Currency Assets 



American Syndicate . . 



Total Gold Assets 



. , 35>47*.256 



$Gold. 
631,632 



631,632 



Sundry Departments of State 

Arrears, Pensions, Deposits, 
Benevolent Institutions, etc. 

Northern Railway Share- 
holders 

Northern Railway. Bonds in 
circulation 

Northern Railway. Interest on 
above Bonds 

Northern Railway. Sundry 
Creditors 

Northern Railway. Sundry 
Deposits 

Central Railway. Sundry Ac- 
counts 

Ocos Railway 

Banco de Guatemala. Coffee 
Contract 

Banco de Occidente. Bills .. 

Banco de Occidente. Contract 
of August, 1902 

Banco de Occidente. Coffee 
Contract 

American Bank 

Internal Debt. Bonds in circu- 
lation 

Interest on Bonds of the Inter- 
nal Debt 

Sundry Bonds 

Fractions of Bonds 

Treasury Notes in circulation 

Notes of the Bankers' Com- 
mittee 

Silver Cedulas, Certificates of 
the Floating Debt, etc 

Various Certificates 

Contract with sundry Banks, 
28th August, 1899 

Loan of September. 1897 

Obligations payable .. 

Obligations of Northern Rail- 
way payable 

Floating Debt of the Adminis- 
trations 

National Treasury. Sundry 
Deposits # 

Sundry Liabilities 

Sundry Creditors 

Total Currency Liabilities . . 



Sundry Departments of State.. 
External 4% Debt 
Central Railway 

American Syndicate . . 

Banco de Occidente . . 

Sundry Certificates . . 

Obligations payable . . 

Total Gold Liabilities 



O 2 



$ Currency. 
2,858,519 

3.582,556 
577,945 

a.5«3.7«> 

823,761 

102,878 

1,481 

86,573 
300,000 

6,500,000 
141,123 

5»9'4»504 

2,008,761 
«o6, 4 8# 

3,602,500 

2,299,656 
90.550 
".557 
34.435 

5,999,97a 

3.95a 
75.057 

4,980,590 
170,538 
92,908 

137,182 
a8,545 

"3.793 
I3,a3i 
82,000 



43,465,76o 



$ Gold. 

m 233,939 

8,705.518 

296,703 

368,368 

34,oo8 

6,666 

3.000 



9,649,104 
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Decree of 22ND December, 1903. 

The attention of the Council has been specially called 
to the following Decree, promulgated on the 22nd Decem- 
ber, 1903 :— 

[Translation.'] 

Decree No. 639. 

Considering : — 

That in accordance with the Decree No. 595 of 9th June, 1899, it 
was resolved for the public benefit to render the banknotes and those 
of the Bankers' Committee equivalent to national silver coin ; 

That, notwithstanding the clearness of that order, it has not been 
rightly and faithfully interpreted, doubts and perplexities, which it is 
necessary to bring to an end, having frequently occurred, principally 
with regard to the liquidation effected by the Tribunals when the 
payment in gold of any obligation is being judicially exacted ; 

Therefore : — 

Making use of the full powers with which I am invested by the 
National Legislative Assembly ; 

I Decree: 

Article i. When the payment of any sum in gold is judicially 
ordered, the debtors may cancel their credits in silver money or in 
the notes of the Banks, or of the Banking Committee, in accordance 
with the above- cited Decree, and at the existing rate of exchange 
between silver and gold. 

Article 2. The rate of exchange will be fixed either by experts 
or by the current quotations of the banks. 

Article 3. This Decree will come into force on the day of its 
publication. 

Given in the Palace of the Executive Power in Guatemala, on the 
22nd December, 1903. 

(Signed) MANUEL ESTRADA C. 

The Council have been unable to obtain any official 
information as to the exact purport of this Decree, which, 
at first sight, would certainly appear to imply that a 
creditor suing for payment of a gold debt is liable, on 
obtaining judgment in his favour, to receive but a small 
proportion of the amount actually due. 
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Even if the effect of the Decree is not really of as con- 
fiscatory a nature as that indicated above, the wording of 
it is certainly very unfortunate, and without satisfactory 
explanation it can only act as a deterrent to the invest- 
ment of foreign capital in Guatemala. 

The Board of Trade Journal of 17th March, 1904, con- 
tained the following remarks on the subject : — 

It will be observed that, according to this, gold debts may be paid 
in silver or notes at the rate of exchange for silver, although the 
notes are only worth, it is reported, about ijd. in the shilling. 

In his despatch to the Foreign Office on the subject, H.M. Minister 
reports that, in reply to the representation made by the doyen of the 
diplomatic corps to the Government, it was explained that the Decree 
did not touch bond fide contracts made in gold, and that payment of 
gold debts under a judicial decision would have to be made in paper 
at the current exchange of the day, but up to the time of writing 
(2nd February) no definite official explanation had appeared. 

Northern Railway. 

On the nth April last the Congress of Guatemala 
approved a Contract made between the Government and 
Mr. Minor C. Keith and Sir W. Van Home for the com- 
pletion of the Northern Railway. Under this Contract 
the portion of the line already constructed from Puerto 
Barrios to El Rancho is to be transferred, with all rolling 
stock, etc., to the contractors, they undertaking to build 
the section from El Rancho to Guatemala City within 
three and a half years. The whole line, when completed, 
is to be worked by the contractors, and to be the absolute 
property of them or their assignees, subject only to the 
right of the Government to purchase it for its full value 
at the end of ninety-nine years. During a period of fifteen 
years from the date of the completion of the line to 
Guatemala City, the Government is to make good any 
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possible difference between the nett receipts and interest 
at 5 per cent, on Bonds to the value of $4,000,000 United 
States gold, which are to be issued by the contractors to 
defray the cost of construction. The Contract also con- 
tains clauses fixing the scale of freights and fares to be 
charged, and provides for a free right of way and the 
exemption of materials from import duties, for certain 
foreshore rights at Puerto Barrios, and grants of land 
there and elsewhere, for freedom from all taxation, and 
for arbitration in case of differences. 



Budget for 1903-4. 

The Budget for the year 1903-4 was promulgated on 
the 30th April, 1903. The details of the Estimates were 
as follows : — 



REVENUE. 



Customs — 

Import Duties 

Exchange 

Export Duties 

Sundries 

Monopolies — 

Liauor 

Tobacco 

Powder 

Saltpetre 

Cartridges 

Various Revenues — 

Stamps and Stamped Paper 

Property Tax 

Road Tax 

Slaughter Tax 

Transfers and Sales of Property 

Waste Lands 

Military Tax 

Postal and Telegraph Receipts . 

Sundries 

Total 



$2,000,000 

2,000,000 

4,850,000 
50,000 

4,200,000 

30,000 

100,000 

70,000 

50,000 

280,000 
400,000 
200,000 
160,000 
200,000 
80,000 
70,000 
700,000 
210,000 

$15,650,000 
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EXPENDITURE. 

Government and Justice $2,914,108 

Foreign Affairs 321,380 

Finance 1,270,362 

Public Credit 6,000,000 

Internal Development 1,548,838 

War 2,025,207 

Public Instruction 1,259,411 

Pensions 306,718 



Total 


... $15,646,044 


SUMMARY. 




Estimated Revenue 

,, Expenditure 


... $15,650,000 
... 15,646,044 


Estimated Surplus 


$3,956 



Budget for 1904-5. 

No information can be obtained concerning the Esti- 
mates of Revenue for the financial year 1904-5, but on the 
26th April, 1904, a Decree was promulgated fixing the 
estimated Expenditure at a total of $17,951429, which 
comprised the following items : — 

$ Currency. 

Government and Justice 2,940,716 

Foreign Affairs 321,380 

Finance 1,292,804 

Public Credit 8,000,000 

Internal Development 1 1638,945 

War 2,044,865 

Public Instruction 1,390,511 

Pensions 322,208 

Total 17,951,429 



The probability of these Estimates being strictly- 
adhered to would, however, appear to be small, as the 
above-mentioned Decree expressly authorises the Execu- 
tive Power to introduce into them such modifications as 
the public service may require. 
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Trade Statistics, 1903. 



1 Report of the 


Director- General of Customs con- 


no details regarding the value of the individual 


is imported in 


1903, it being merely stated that the 


value of the Imports amounted to $2,971,638 gold. 


gards the value of Exports during the same year, 


Leport contains 


a Table, of which the following 


ummary : — 






$ Gold. 


ugar 


181,180.29 


ananas 


89,030.88 


bcao 


8,374.86 


offee in grain 


3,688,442.70 


,, in the pod 


2,101,287.48 


[ides 


279,261.60 


idiarubber 


221,174.75 


imber 


IOI.565-35 


kins 


18,260.76 


ron Goods 


5.640.70 


undries , 


24,766.64 




Total 6,718,986.01 



compared with 1902, the value of Exports declined 
,312,521.72 gold. 

bis Message to Congress the President stated that 
6 and 1897 Imports had exceeded Exports, but that 
years 1898 to 1903 inclusive the excess of Exports 
mports had amounted to $20,932,515.66 gold. 



Exchange. 

he subjoined Table, which has been kindly furnished 
Council by Messrs. Chalmers, Guthrie & Co. 



Digitized by VjOOQ IC 



217 



[Guatemala. 



given the monthly average Rates of Exchange from 
January, 1903, to June, 1904: — 





1903. 


1904. 




Per Cent. 


Per Cent, 


January 




1,240 


1,482 


February 






1,390 


1,427 


March 






1,265 


1,360 


April 






1,312 


1,270 


May 






1,325 


1,290 


June 






1,735 


1*20 


July 






1,700 


— 


August 






i,535 


— 


September 






i,525 


— 


October 






1,525 


— 


November 






i,475 


— 


December 






1,512 


-^ 



The lowest and highest rates in 1903 were respectively 
1,185 per cent, in January and 2,000 per cent, in June. 
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HONDURAS. 



External Debt. 



Present Amount. Total. 
Five per Cent. Loan of 1867 ... ... ^78,800 o o* 

Interest (April, 1873, to April, 1904) 124,110 o o 

^202,910 00 

Ten per Cent. Loan of 1867 



... 900,700 o o 

Interest (Jan., 1 873, to July, 1904) ...2,882,240 00 

Six and Two-thirds per Cent. Loan of 

1869 2,176,570 o o 

Interest (Mar., 1873, to Mar., 1904) 4,570,797 o o 

«. 

Ten per Cent. Loan of 1870 2,242,500 o o 

Interest (Jan., 1873, to July, 1904) ...7,176,000 00 



3,782,940 00 



6,747,367 °° 



Total .. 



9,418,500 00 
^20,151,717 00 



Honduras Committee. 



Right Hon. Lord Avebury, Chair- 
man. 

C. T. D. Crews, Esq. 

" >n. Sir C. W. Fremantle,K.C.B. 
G. Home, Esq. 
fred Jaques, Esq. 
Pinto Leite, Esq. 
iorge Metcalfe, Esq. 



W. J. Rendall Moore, Esq. 
His Honour Judge -Sir Thomas 

Snagge. 
H. T. Tatham, Esq. 
H. S. Trower, Esq. 

Secretary. 
James P. Cooper, Esq. 



• The amount of Bonds in circulation is understood to be Z60.000. the balance of 
r.ooo bein« in the hands of the Honduras Government. 
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Area (estimated) 46,000 square miles. 

Population (Census 1902) 774,9«> 

Capital, Tegucigalpa. Population (1901) 34,600 

External Debt per head, including arrears 
of interest ... £26. os. id. 

President ... General M. Bonilla. 

British Minister and Consul-General for 

Honduras (resident at Guatemala) ... Edward Thornton, Esq. 
Agent of the Bondholders at Puerto 

Cortes W. J. Bain, Esq. 



History of the Debt (Foreign). 

1827. — Upon the breaking up of the Central American Federation, 
the proportion of the 6 per cent. Federal Debt (£1 63,000) 
allotted to Honduras was two-twelfths, or ^27,200. No 
interest was paid on this by Honduras. 

1867. — Five per Cent. Conversion Loan. Amount, ^90,000. Sinking 
Fund, 1 per cent. Specially secured on the Customs dues 
of the port of Amapala. This Loan was issued foi the 
conversion of the above Debt with arrears of interest (total 
^90,075), and for the liquidation of other liabilities in 
London amounting to ,£30,375. 

The holders of the old Bonds received ^55,000 new Bonds 
in satisfaction of their claims. The settlement was effected 
as a preparation on the part of the Government for floating a 
Loan for the construction of an Inter-Oceanic Railway. 

1867. — Ten per Cent. Railway Loan. Amount, ^1,000,000. Issued 
at 80 per cent, by Messrs. Bischoffsheim & Goldschmidt for 
the construction of an Inter-Oceanic Railway. The interest 
was secured upon the Railway and its Revenues and the 
produce of the Mahogany Forests. The Government under- 
took to provide an annuity of ;£ 140,000 for fifteen years from 
December 31st, 1869, *° r tne service of the Loan, and 
promised the subscribers half the profits of the proposed 
Railway for fifteen years after its redemption. 



Digitized by VjOOQ IC 



220 

1869. — Six and Two-thirds per Cent. Government Railway Loan. 
Amount, ,£2,490,108. Issued in Paris by Messrs. Dreyfus 
and Co., at 75 per cent. Redeemable at par in seventeen 
years by half-yearly drawings. Security, first mortgage on 
State Railways and Forests. 

1870. — Ten per Cent. Government Railway Loan. Amount, ,£2,500,000. 
Sinking Fund, 3 per cent. Issued at 80 per cent, by Messrs. 
Bischoflsheim & Goldschmidt, on account of Mr. C. J. 
Lefevre, for the completion of the Inter-Oceanic Railway. 
Security, the Railway and its Revenues and the produce of 
State Domains. 

1873. — All four Loans went into default, the interest having been paid 
out of the proceeds of the money borrowed. 

1875. — The Loans were the subject of investigation by a Parliamentary 
Committee. 

1887-93. — A Concession was granted to Mr. Binney for the completion 
of the Inter- Oceanic Railway, which included a settle 
ment of the External Debt. The existing Bonds of the 
Foreign Loans, with arrears of interest, were to be exchanged 
for ;£ioo shares in a new Railway Company to be formed in 
London. The Old Bonds were to be lodged in the Bank of 
England pending the completion of the Railway, when the 
Government was empowered to cancel them. The Company 
was formed in 1888, but the Government declined to renew 
the Concession when it expired in 1892. Another similar 
Concession was granted to an American company, which, 
however, contained no provision for the settlement of the 
Debt, and which was cancelled in 1893. 

1896. — A new Concession for the construction of the Inter-Oceanic 
Railway, and embracing a settlement of the External Debt, 
was granted to the "Honduras Railway Company," who 
appear to have been the successors of the Company formed 
in 1892. The terms proposed to be offered to the Bond- 
holders were £1$ in shares in exchange for each £100 of 
Bonds with 23 years' arrears of interest. The Committee 
declined to submit such a proposal to the Bondholders, and 
the Concession appears to have lapsed. 

1897. — An American Syndicate, styled the " Honduras Syndicate," 
who were the successors of the " Honduras Railway Corn- 
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pany," concluded a Contract with the Government for 
the building of the Railway, the settlement of the Foreign 
Debt, and the establishment of a Bank charged with 
the collection of the Customs. Each £100 External 
Debt Bond with arrears of interest, was to be exchanged 
for ;£25 of New i£ per cent. Bonds redeemable within 
25 years, and secured by a guarantee from the Bank, and 
a first charge upon the Railway. The Contract did not 
specify the date at which interest on the New Bonds would 
begin, nor the length of time allowed for the Conversion. All 
New Bonds not claimed within the period allowed by the 
Syndicate were to be divided between it and the Govern- 
ment. The Committee consented to negotiate on the basis 
proposed, provided that they were satisfied with the security 
offered, that the interest commenced at once, and that the 
Conversion remained open for a proper time. Disputes 
however, arose between the Government and the Syndicate, 
owing to the latter having failed to carry out its Contract, 
either as regards the construction of the Railway or the 
settlement of the External Debt, which led to the revocation 
of the Concession in 1900. 

1900. — A second Contract with the " Honduras Syndicate " was ap- 
proved by Congress on the 26th May, 1900. This new arrange- 
ment provided for a lease of the already constructed portion 
of the Railway to the Syndicate for twenty-five years at an 
annual rental of $15,000 gold. Under pain of forfeiting the 
lease the Syndicate bound itself : (a) to erect a bridge over 
the Ulua, and to reconstruct^ that over the Chamelec6n 
within two years from the approval of the Contract ; (d) to 
reconstruct the existing line within four years, and (c) to 
build and open to traffic the line from Ulua to Comayagua 
within five years. It also undertook to construct twenty- 
five kilometres of Railway within two years and to complete 
the line to the Gulf of Fonseca within seven years from the 
same date. The Syndicate also obtained a preferential right 
to construct branch lines, and, for fifteen years from the 
fulfilment of stipulations (a), (£), and (c), the right to con- 
struct a line from the Northern Coast parallel to the existing 
section. This Contract contained no reference to the 
External Debt. 

1902. — The Syndicate, notwithstanding its failure to carry out the 
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conditions of the above Contract, obtained an extension of 
time of one year from the Government, viz., to 26th May, 

1903- 

In December, an ad referendum Agreement, on tbe 
following basis, was concluded between the Committee and 
Mr. A. E. Turner, representing the Squier Syndicate of 
New York : the Squier Syndicate to purchase the Railway 
and other properties assigned to the Bondholders as 
security under the contracts relating to the three Railway 
Loans, for a cash payment of 2 J per cent., and tbe 
Bondholders thereupon to release all their rights in 
the same. For the amortisation of the Bonds of the four 
External Loans the Government of Honduras to pay a sum 
commencing at ^20,000, and rising gradually to £40floo 
per annum in such a way that Bonds to the amount of 
^200,000 be amortised each year. This payment to be 
secured on the Customs Revenue of the Republic, paid 
direct to the Agent of the Bondholders, and if there should 
be any surplus in the Customs Receipts after providing the 
sum required for the amortisation of the Debt and setting 
aside $1,000,000 silver for the needs of the Government, 
25 per cent, of such surplus to be handed over to the Bond- 
holders and distributed as an additional payment. 

1903. — The Honduras Syndicate having failed to proceed with the 
construction of the line, the Government, on 26th May, 
took possession of the Railway. 

1903-4.— Negotiations were carried on in Honduras by Messrs. Bain 
and Turner with the Government, and in London by the 
Committee with Dr. Angel Ugarte, who was sent to Europe 
by the Government as Special Commissioner in connection 
v\ ith the Debt. (See below.) 

Report. 

As was anticipated by the Council in view of the 
attitude assumed by the Honduras Government, the nego- 
tiations which were being carried on at Tegucigalpa by 
Messrs. Bain and Turner at the time of the publication of 
the Council's last Report proved fruitless. 



Digitized by 



Google 



J 



223 [Honduras. 

Honduras has now entered upon the thirty-first year of 
unbroken default on her External Debt, a period which has 
not been marked by a single honest effort to come to 
terms with her creditors, though they are prepared to 
show her every possible consideration, and to make the 
most generous concessions. 

In July, 1903, in order apparently to continue the ob- 
structive policy of the Commission* which was appointed 
to examine the proposals made by Messrs. Bain and 
Turner, the Government of Honduras issued a Decree 
providing for the establishment in London, Paris, and 
New York of offices for the registration of the Bonds of 
the External Debt, and authorising Dr. Angel Ugarte, who 
had been a member of the Commission, to proceed to the 
United States and Europe for the purpose of organising 
these offices. Dr. Ugarte reached Europe in the course of 
the autumn of 1903, but nothing came of his mission in this 
respect, and it is understood that his instructions were 
subsequently cancelled, no doubt because it was realised 
that the Bondholders were not in the least likely to 
deposit their Bonds for registration. 

In November the Committee requested the Council to 
call a public meeting of Bondholders in order to formally 
protest against the continued default of the Honduras 
Government, and to demand the delivery of the railway 
to the Bondholders. 

This meeting took place on the 20th November, 1903, 

the following Resolutions being unanimously passed : — 

Resolved :— That this general meeting of holders of the External 
Debt of Honduras desires to record its protest against the conduct of 
the Honduras Government in allowing its debt to remain in total 
default for 30 years, and in withholding from the Bondholders the 

* See the Council's Report for last year, page 200. 
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receipts of the railway hypothecated to them. This meeting also 
regrets that the Government has declined to accept the liberal offer 
of settlement recently submitted to it, and now formally demands 
that, failing an immediate arrangement, the completed portion of the 
railway and other properties forming the security for the External 
loans be surrendered to the Bondholders. 

Resolved : — That this meeting thanks the Council of Foreign 
Bondholders and the Committee of Honduras Bondholders for their 
efforts on behalf of the holders of Honduras Bonds, and authorises 
and requests them to continue their representation of the Bondholders 
and to take any further steps which may appear to them desirable in 
support of the Bondholders' rights and claims against the Honduras 
Government ; and earnestly trusts that His Majesty's Government 
will lend the Bondholders its assistance and support. 

Resolved :— That the Council of Foreign Bondholders be requested 
to have the Chairman's speech and the resolutions passed by this 
meeting translated into Spanish and to forward copies of the same to 
the President of Honduras, the members of the Honduras Legislature, 
and the local newspapers. 

In accordance with the last of these Resolutions, the 
Chairman's speech was translated into Spanish, copies 
being forwarded to the President of the Republic and also 
to Mr. Bain for distribution in Honduras. 

A meeting of Bondholders was also held in Paris a few 
days later under the auspices of the Association Nationale, 
when a Committee was appointed to act for the French 
holders of the 1869 Bonds. 

On the 1 5th December Dr. Ugarte arrived in London, 
and exhibited to the Council Resolutions, signed by the 
President of Honduras, appointing him Envoy Extra- 
ordinary and Minister Plenipotentiary of the Republic to 
Great Britain, France, and the United States, and also 
Financial Agent authorised to negotiate a settlement of 
the Debt. 

At Dr. Ugarte's request the Committee nominated a 
Sub-Committee of three of its members to meet him and 
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receive his proposals. The Sub-Committee were disap- 
pointed to find that Dr. Ugarte approached the question 
of a settlement from a point of view which rendered any 
chance of a solution practically impossible. In the first 
place, he appeared to regard the Parliamentary Enquiry of 
1875 as having been held in the interests of Honduras 
instead of for the protection of British investors, and he 
endeavoured to prove that the Bondholders must be 
held responsible for the irregularities committed by the 
Honduras Government and its Agents at the time the 
Loans were issued. In the second place, he arrived at 
the sum which Honduras should pay by ignoring the 
accumulated interest on the Debt, and reckoning the 
principal at the present market price to which the value of 
the Bonds has been reduced owing to the dishonest con- 
duct of Honduras in allowing the Debt to remain in total 
default for thirty years. In the third place, it did not 
seem to occur to Dr. Ugarte that it was incumbent on 
the Government of Honduras to make any special effort 
or to submit to any sacrifice whatever in order to restore 
the credit of the country. 

As might have been expected under such circumstances, 
the proposals put forward by Dr. Ugarte were quite in- 
admissible, and the Sub-Committee resolved that they 
could not recommend the Bondholders to accept less 
favourable terms than those embodied in the project of 
arrangement with the Squier Syndicate.* 

The following correspondence f then took place with 
Dr. Ugarte. The Committee's letter of the 5th January 
contains a summary of the proposals which he made. 

• See the Council's Report for 1902-3, pages 108, 199. 

t The whole of the correspondence with Dr. Ugarte was published by the Council in a 
pamphlet in January, 1904. 
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[Translation.'] 

London, 26th December^ 1903. 
James P. Cooper, Esq., 

Secretary of the, Council of Foreign Bondholders. 

Dear Sir, 

I beg to acknowledge receipt of your communication of 24th 
instant, to which I did not reply yesterday as there was no post. 

I repeat my thanks for your proposal that I should be present at 
the meeting which the Sub-Committee will hold on the 30th of this 
month ; but I think my presence in that place would be quite useless, 
and I will explain the reason to you. 

My proposal was unanimously declared inadmissible at the previous 
meeting, and nevertheless it was the maximum which I could offer in 
the name of my Government, and the only means for the due fulfil- 
ment of the arrangement to be carried out. By the resolution of the 
meeting my proposal remains withdrawn from discussion, and hence- 
forth without any value. 

On the other hand, the meeting declares that it cannot contract 
except in accordance with the terms of the settlement arranged with 
the " Squier Syndicate," and in my turn, I cannot accept those terms 
for the following reasons : — 

1. Because the delivery of the railway is demanded and, at the 
same time, the payment of the Bonds which represent the value of 
the same railway, that is to say, both the price and the thing are 
asked for. 

2. That that price has been fixed at too high a sum, for, the present 
value of the Bonds being 6 per cent , it is demanded that the pay- 
ment should begin at 10 per cent, and end at 20 per cent., all this in 
addition to the surrender of the railway. 

3. Because, contrary to the rules of free contract which are laid 
down by Public Law, it is proposed to impose upon the Honduras 
Government a contract with a particular person to whom it is not 
bound by legal relations of any description, and because it neither 
should nor wishes to admit such an impositu n ; and 

4. Because the terms indicated greatly exceed the economic capa- 
bilities of the country, and if from want of foresight or undue com- 
pliance such an arrangement should be carried into effect, the 
certain result would be its non-fulfilment, which does not enter into 
the mind of my Government. 

The meeting therefore remains at liberty to adopt by itself such 
resolutions as it may deem expedient. As far as I myself am con- 
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cerned, I declare it frankly, I shall content myself for the future with 
drawing up' an exact and comprehensive report of the facts, and with 
demonstrating that my Government has taken all the steps which 
were within the limits of possibility in order to end this matter, and 
that if its proposals have not been carried into effect the fault does 
not lie with it. 

With this I shall attain the entire justification of my country. 

I am, ex., 

ANGEL UGARTE. 



Council of Foreign Bondholders, 

$th January, 1904. 

His Excellency Sen or Dr. Don Angel Ugarte, 
Queen's Hotel, Leicester Square. 

Dear Sir, 

I am desired to inform you that the Committee of Honduras 
Bondholders met yesterday to consider the Report of the Sub-Com- 
mittee with regard to the negotiations carried on with you with the 
object of arriving at a settlement of the External Debt. 

The Committee had also before them the correspondence that has 
taken place between you and the Sub-Committee, and 1 am now 
directed to place before you their views with reference thereto. 

At the commencement of the negotiations you submitted two 
alternative proposals. In the first of these you suggested that the 
External Debt, consisting of ,£5,398,570 of principal and some 
£ 14,000,000 of arrears of interest, should be exchanged for ^323,920 
of new Bonds, bearing 4 per cent, interest and 2 per cent, sinking 
fund. The Sub-Committee pointed out that a Bond of the Republic 
of Honduras of the description you offered woulH, at a liberal 
estimate, be valued at 40. Consequently, the real meaning of your 
proposal was that a holder of ^100 of Honduras Bonds, with arrears 
of interest of ^300, should accept in exchange therefor £6 of New 
Four per Cent. Bonds, wonh at 40 the insignificant sum of £2. 8s. 

You appear to be under the impression that the proper starting 
point from which to arrive at the amount of the liability of Honduras 
is the present market price of the Bonds. The Committee must 
emphatically decline to accept this principle as even a basis for dis- 
cussion. Honduras has remained in total default on her externa 

P 2 
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obligations for so many years that it is not to be wondered at that her 
credit is probably lower than that of any other civilised country in 
the world. It is not, in the opinion of the Committee, honourable or 
right that the Government should take advantage of the inevitable 
result of their failure to pay their Debt to refuse to entertain any 
proposal which would hold out to their unfortunate creditors a pros- 
pect of some reasonable improvement in the present depreciated 
price of their securities. 

You complain that the product of the Railway Loans was diverted 
from its proper purpose. This was no doubt the case, but we must 
remind you that the Government of Honduras and its agents and not 
the Bondholders, were responsible for this. The Report of the Com- 
mittee appointed by the British Parliament in 1875 to enquire into 
the matter showed conclusively that Honduras received a sum of 
,£2,695,000 in cash from the Railway Loans. Adding to this the 
amount of the Federal Loan of 1867, and deducting the Bonds said 
to have been amortised, Honduras is bound to recognise, on moral 
and equitable grounds, a Debt of at least ^2,000,000. If simple 
interest on this amount is reckoned at the moderate rate of 4 per 
cent, during the time the Debt has remained in default, the total 
owing would be in round figures, ,£4,500,000. The Committee are, 
however, prepared to make the most liberal concessions to Honduras, 
and to recommend the Bondholders to accept less than one fourth of 
this sum. 

Under the alternative proposal accompanying the above mentioned 
offer you suggested that the Government should hand over to the 
Committee, in satisfaction of the Bondholders' claims, the fifty-three 
miles of constructed railway and its accessories, supplemented by a 
land grant of 200,000 acres. The Committee were to undertake the 
extension of the line to the Pacific, or they might transfer the con- 
tract for the same to third parties. This proposal was not cnly 
entirely inadequate, but it was obviously impracticable. Apart from 
the fact that it is not the business of the Committee to construct 
railways, it is evident that fifty-three miles of railroad, worth, as you 
say, £4,000 per mile, would, if sold to other parties, only produce 
^212,000. Moreover, in consequence of the deplorable condition to 
which the line has been reduced during the time that the Govern- 
ment has leased it to a syndicate and has appropriated the rental to 
itself, instead of handing it over to the Bondholders, it is estimated 
that at least £80.000 would be required to put the road in reasonable 
repair. 
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It is unnecessary to say more to demonstrate that your first two 
proposals were such as the Committee could not even entertain as a 
basis for discussion. 

You subsequently submitted a new scheme, under which you pro- 
posed that Honduras should pay a sum of ,£20,000 a year, rising by 
increments of £1,250 every two years to a maximum of £30,000 a 
year, and that this sum should be applied to the amortisation of the 
Bonds at an initial price of 8 per cent., rising gradually to a maximum 
price of 12 per cent., the Bondholders to surrender their rights in the 
railway and their other guarantees. This would be equivalent to a 
total payment by Honduras of £557,582 in respect of its Debt 01 
,£20,000,000. 

Although this offer was an improvement on your first proposals, the 
Sub-Committee rightly felt that it was impossible to recommend it to 
the Committee as it stood. They accordingly informed you of their 
views, and intimated that they could not advise the Bondholders to 
accept worse terms than those contained in the project of arrange- 
ment between the Committee and the Squier Syndicate. 

Under this project the Government of Honduras is for the first 
four years only asked to pay the exact sum you have yourself 
suggested they should pay, viz., £20,000 a year. It is true that this 
amount is gradually increased to a maximum of £40,000 per annum, 
instead of stopping at £30,000 per annum as proposed by you, but 
the Committee cannot understand why this should be objected to. 
The sum suggested is less in proportion to the revenue of Honduras 
than that set aside for a similar purpose by other countries which are 
desirous of honestly fulfilling their engagements. Surely the Govern- 
ment must believe that the revenues will increase to a sufficient extent 
when the railway is completed so as to enable them to pay the 
additional amount proposed in the agreement with the Squier 
Syndicate. If not, it is evident that they themselves place very little 
faith in the enterprise itself, or in the benefit likely to accrue to the 
country from the completion of the line. It appears to the Committee 
that the pleas so constantly put forward as to the poverty and un- 
progressiveness of the Republic act as a deterrent — apart from the 
default on the Foreign Debt — to the investment in Honduras of the 
foreign capital which she so sorely needs. However this may be, the 
Committee notice that Honduras is able to regularly pay her Internal 
Obligations, and to set aside in her Annual Budget a sum of nearly 
£60,000 for the expenses of the Ministry of War. If, however, you 
could show good reason why the rates of increase in the Squier 
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Syndicate project were too rapid, the Committee would be willing to 
consider modifications in this respect 

The yearly payment above mentioned was all that the Government 
were asked to contribute under the said project, but in order to 
induce the Bondholders to surrender their lien on the railway mort- 
gaged to them, the Squier Syndicate, out of its own pocket, offered 
to pay the Bondholders £2. 10s. in cash per ^100 of Railway Bonds. 
The Syndicate also declared that they were prepared to spend 
$400,000 on putting the existing line in repair, and to complete the 
railway to the Pacific. You are quite mistaken in supposing that 
the Sub- Committee insisted on imposing on the Government of 
Honduras a contract with any particular parties. The Sub-Com- 
mittee made it quite clear at their interview with you on the 22nd 
December, that if the Government desired to substitute some other 
parties in the place of *the Squier Syndicate, the Committee were 
prepared to deal with them, provided they would give satisfactory 
guarantees of their bona fides with regard to the purchase of the 
Bondholders' rights in the railway. 

I may point out, however, that the Government of Honduras has 
represented to us for many years past that the building of the Inter- 
oceanic Railway was absolutely vital to the country, and that the 
completion of the line must go hand in hand with a settlement of the 
Foreign Debt. The Government has made three attempts in this 
direction, viz., in 1887, 1896, and 1897 ; but all these contracts ended 
in failure, and neither was a settlement of the Debt effected nor the 
railway completed. We certainly understood that if we could 
negotiate an agreement which provided for both these objects it 
would be cordially welcomed by the Government. The Committee 
believed that the proposed contract with the Squier Syndicate would 
solve these difficulties, and they, therefore, heard with surprise that 
the Government had not accepted the scheme they had elaborated 
with so much trouble, and under which they were prepared to recom- 
mend the Bondholders to make such generous and unprecedented 
concessions. 

In view of the foregoing, the Committee have felt no hesitation in 
approving the action of their Sub-Committee. 

I am, etc., 

JAMES P. COOPER, 

Secretary- 
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[Translation.] 

London, 7tk January, 1904. 
James P. Cooper, Esq., 

Secretary of the Council of Foreign Bondholders. 

Dear Sir, 

By your favour of the 5th of this month, you have brought to 
my knowledge the resolution of the Committee of Holders of 
Honduras Bonds, concerning the Report presented by the Sub- 
Committee ; which resolution puts an end to all the negotiations 
which I initiated for the settlement of the External Debt of Honduras. 

I have taken note of some serious errors which are to be found 
amongst the reasons of the Committee for rejecting my proposals, 
and I purpose refuting them at the proper time ; but I have not and 
shall not take into consideration the offensive words directed by the 
Committee against Honduras and the Government which I represent, 
as we regard the matter from very different points of view : the Com- 
mittee defends its own interests, and shows itself displeased at any 
objection which is offered to it, but I defend higher rights, the rights 
of my country, without having therein any personal proiit, and con- 
sequently I preserve, and shall preserve calm and serenity sufficient 
to proceed in all circumstances with circumspection and with due 
courtesy. 

Expressing again to you my regret at having been unable to 
terminate this old matter in a satisfactory manner. 

I am, etc., 

ANGEL UGARTE. 

The Committee felt that it would be useless to prolong 
the correspondence by making any reply to this last 
communication. 

Dr. Ugarte subsequently left England for New York 
and during his stay there he published a lengthy report 
regarding the negotiations. Dr. Ugarte commences his 
Report by stating that he confidently relies "upon the sound 
judgment of all sensible persons to appreciate at its just 
value the conduct of the Government of Honduras, and to 
see the unreasonableness of the excessive demands by the 



Digitized by VjOOQ IC 



232 

Council of Foreign Bondholders." The Council, on the 
contrary, are of opinion that the terms which the Com- 
mittee were ready to recommend the Bondholders to accept 
were extremely moderate. They were to the effect that 
the Bondholders should accept the fifty miles of completed 
railway (which Dr. Ugarte himself valued at about 
£200,000), together with a payment of £840,000, spread 
over twenty-seven years, in cancellation of a Debt of some 
£20,000,000. 

Dr. Ugarte then goes on to quote copiously from the 
Report of the Parliamentary Committee of 1875, with the 
object of showing that the Bondholders must be held 
responsible for the irregularities which took place at the 
time the Loans were issued. The answer to this, of course, 
is that it was the Government and not the Bondholders 
who appointed and employed these agents ; that the 
Government of Honduras were satisfied with the work of 
their agents is proved by the fact that the latter were 
publicly thanked by Congress for their services subsequent 
to the Report of the Parliamentary Committee. 

Moreover, some of the arguments brought forward by Dr. 
Ugarte appear to the Council to place the conduct of Hon- 
duras at the time the Loans were issued in a particularly 
unfavourable light. It is worth while to mention two in- 
stances. When the 1 870 Loan was put on the market, it was 
found that the public did not take up the Bonds as rapidly as 
it was desired. The Government of Honduras accordingly 
arranged to apply part of the proceeds of the Loan (the 
bulk of which was still unissued) to special drawings of 
the Bonds at par. This, it is stated, had the desired effect 
of leading the public to form a high opinion of the financial 
position of Honduras, and of tempting them to purchase 
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the Bonds. At the same time, it was announced that 
shipments of mahogany had arrived in this country, which 
were of course assumed to be the produce of the domains 
and forests hypothecated to the Bondholders. The timber 
was in reality purchased by the Government out of the 
funds taken from the previous loans from a private syndi- 
cate, which included members' of the Government. 

It is difficult to imagine anything more reprehensible 
than the above proceedings, but Dr. Ugarte dismisses the 
matter with the remark that prospectuses of Loans are 
" generally exaggerated." Dr. Ugarte also points out that 
when the Loans were issued the total revenue of Honduras 
was only about £50,000, while the service of the Debt 
called for £695,700 per annum, and he adds that "his 
country would now be very happy if the truth had been 
known, and prevented any subscribers to its Loans." It is 
unfortunately rather late in the day to say this; if the 
Government of Honduras, when they invited subscription 
to their Loans, chose deliberately to suppress the truth, the 
country cannot now free itself from responsibility by en- 
deavouring to disown their acts. 

The Honduras Syndicate. 

The old Honduras Syndicate have again been active, 
not only in asserting their claims against the Honduras 
Government, but in endeavouring to obstruct an arrange- 
ment between the Government and the Bondholders. It 
is difficult to understand what locus standi in the latter 
question this Syndicate can possibly claim to have. 
According to information supplied to the Council the 
facts of the case are as follows : — Under the Agreement of 
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May 20th, 1900, the Syndicate undertook, under pain of 
forfeiting their concession, to execute certain works on the 
Railway within two years from that date. These works 
not having been carried out, the Government, in March, 
1902, gave notice to the Syndicate of their intention to 
take over the Railway and to declare the contract at an 
end. The Syndicate, however, managed to obtain from 
the Executive Government a Decree granting an exten- 
sion of time for one year subject to the approval of 
Congress. The Council protested against this extension, 
and shortly afterwards the Government drew the attention 
of the Syndicate to the fact that Congress had failed to 
ratify it 

In May, 1902, Mr. Adolfo Pereira, the Agent of the 
Syndicate in Honduras, addressed a letter to the Hon- 
duras Government in which he declared that in case 
Congress, at its next Session, should not approve the 
extension of time for one year asked for by the Syndicate 
and granted by the Executive Government, or in case the 
time should expire and the Syndicate did not in the 
meanwhile comply with the obligations of their Contract, 
the Syndicate would peacefully surrender the Railway with- 
out reclamations. 

In view of this undertaking the Executive Government 
did not declare the extension null and void, but allowed 
the Syndicate to remain in possession of the Railway for 
another year. The Syndicate meantime practically did 
nothing in the way of carrying out their contract, and on 
May 26th, 1903, the Government took possession of the 
line and declared the Syndicate's concession at an end. 

It is inexplicable, in the face of the foregoing facts, why 
the Syndicate should now be putting forward a claim for 
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damages against the Government and opposing a settle- 
ment between the Government and the Bondholders. 

The matter is further referred to in the Report of the 
Minister of Foreign Affairs reproduced below. 

It will be seen that the Syndicate undertook to 
surrender the railway voluntarily and without any re- 
clamation. 

The President's Message. 

The Message addressed by President Bonilla to the 
Congress on the ist January, 1904, contains little that is 
of interest to the Bondholders. 

The President alluded to the mission of Dr. Ugarte to 
Europe, and remarked " that it was time to have done with 
a matter which dates back so many years ago." With 
this remark the Council entirely concur, and regret that 
the President's words are not followed up by some earnest 
and practical efforts to accomplish such a desirable result. 

The President went on to say that the Government was 
working the Railway on its own account with good results. 
The Council, however, desire to point out that the Railway 
belongs to the Bondholders, and should be worked for 
their account. Moreover, the table of receipts given below 
and the remarks appended thereto appear to indicate that, 
according to the results attained, the Government's manage- 
ment of the line cannot by any stretch of the imagination 
be considered a success. 

With regard to the financial situation, the President stated 
that the heavy debt resulting from the recent military 
operations was almost entirely paid off, and that the amor- 
tisation of the Internal Public Debt was being duly effected. 
Salaries and pensions had been punctually paid, all urgent 
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public works had been executed, and such information 
as was available pointed to a considerable increase in the 
public revenue. 

It is, of course, satisfactory to hear such a favourable 
account of the financial outlook, more especially as it was 
painted in such gloomy colours by Dr. Ugarte. The 
Council must, however, point out that the payment of 
Internal Obligations, while the External Debt is allowed to 
remain year after year in total default, is not a matter on 
which the Government can be congratulated. 



Report of the Finance Minister, 1902-3. 

The Report of the Finance Minister for the year 
1902-3 was presented to Congress on the 14th January, 
1904. 

The Minister observed that the political events which 
had led to the entry into office of the existing Govern- 
ment had disorganised the administrative system of the 
country and had seriously affected agricultural and 
industrial interests. On the re-establishment of order 
the Government found itself faced by the difficulties of 
an entire administrative and economic re-organisation 
after a war which had almost exhausted some of the 
sources of revenue, leaving the Treasury impoverished 
and heavily burdened by military expenses and other 
urgent claims. The Government, however, during the 
months in which it had been in power, had taken every 
possible step to provide for pressing liabilities, to increase 
the yield of the revenues and to place expenditure on 
an economical basis. 
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Revenue and Expenditure, 1902-3. 

According to the Minister's Report the nett cash Revenue 
and Administrative Expenditure in 1902-3 amounted re- 
spectively to $2,568,159.45 and $1,864,133.49, the details 
being as follows : — 



NETT REVENUE— 1902-3 




Customs Receipts 


.. $1,009,778.12 


Export Duties 


151,487.72 


Aguardiente Monopoly 


729,813.13 


Liquor ,, 


86,892.08 


Powder ,, 


19,780.27 


Stamps and Stamped Paper 


191,343.94 


Lottery and Quay Dues 


300»73i.93 


Sundries 


18,740.70 


" Eventual" Receipts 


30,286.55 


Total 


.. $2,568,159.45 


NETT EXPENDITURE (ADMINISTRA' 


riVE>-i902-3. 


Legislative Power 


$38>307.33 


Executive ,, 


57.256.36 


Government 


226,254.57 


Justice 


90,019.07 


Finance 


168,031.19 


Foreign Affairs 


30.710.10 


Public Instruction ... 


116,001.11 


Internal Development 


349,9H.02 


War 


787,642.74 


Total 


.. $1,864,133.49 



In addition to the above Administrative Expenditure, 
however, the Minister stated that the item " Public 
Credit " absorbed $427,096.64, out of which $360,662.47 
was paid in cash. Contrary to the practice of previous 
Ministers of Finance, this cash payment on account of 
Public Credit, which would bring the total up to 
$2,224,795.96, was not included in the ordinary Budgetary 
Expenditure. 

With regard to the Customs Receipts, the Minister 
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remarked that it was impossible to effect a comparison 
between the returns obtained and the estimated Revenue 
from this source, as the accounts relating to the receipts 
at Puerto Cortes in March, to those at La Ceiba in March 
and June, and to those at Amapala in April were missing. 
Taken as a whole, the receipts for the year were, however, 
probably normal, as, when the war came to a close in 
April, the import trade received a considerable impetus. 
The Aguardiente Revenue still suffered severely from the 
effects of contraband, and the services of the Inspectors 
were rendered valueless by the disinclination of juries 
to convict illicit producers. The system upon which the 
Liquor Revenue was worked was giving satisfactory results, 
smuggling having been to a great extent checked. 

Concerning Expenditure, it was pointed out in the 
Report that, owing to the Accounts for the first quarter 
of the financial year not having been received from certain 
districts, it was impossible to institute a comparison 
between the amounts expended and either the Estimates 
of Expenditure, or the actual Expenditure in previous 
years. 

External Debt. 

The following is a translation of the Minister's remarks 
with reference to the External Debt :— 

" An English subject, Mr. W. J. Bain, having, in the character of 
representative of the holders of Bonds of the Debt, presented to 
the Government a project for the settlement and amortisation of the 
said Debt and for the construction of the Interoceanic Railway, 
the President of the Republic appointed the Secretary for the 
Department of Internal Development to organise a Commission 
which, studying the project referred to, should endeavour to arrive 
at an arrangement with Mr. Bain. Dr. Pedro J. Bustillo and 
Dr. Angel Ugarle were nominated to form this Commission, and held 
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several conferences with Mr. Bain, at the last of which he was 
informed of the determination not to recognise as legal the personality 
which he assumed as Agent of the holders of the External Bonds 
of Honduras. The labours of the Commission being ended, the 
Government ratified its acts. But as Mr. Bain, in making the 
proposals of arrangement, imparted to them a certain peremptory 
character, by seeking to render them effective through representations 
addressed to the British Government in the hope of obtaining its 
support, and as, on the other hand, the British Minister, residing 
at Guatemala, had a short time before addressed communications 
to the Secretary of State for the Department of Foreign Affairs, 
regarding the question of the Debt and the right of the Bondholders 
to secure their interests with the Northern Railway, the President of 
the Republic, after the vote of the Council of Ministers had been taken, 
decided to open in the cities of London, Paris, and New York, a 
registration of the existing Bonds of the issues of the Debt made 
by the Agents of the Government of Honduras in the years 1864 
and 1870, through Messrs. Bischoffsheim and Goldschmidt, of London, 
and in 1869 through Messrs. Dreyfus, and Sheyer & Co., of Paris, 
for the purpose of redeeming the Federal Debt and constructing an 
Interoceanic Railway, and Dr. Angel Ugarte was named Special 
Agent to organise the respective offices. This step is, moreover, 
founded upon the authorisation which you granted to the Executive 
Power on the 28th May last, and has for object to verify exactly the 
number of Bonds in circulation, to enquire into the antecedents and 
real state of the Debt, in order to enter with more knowledge upon 
the discussion of the demands which are put forward by the present 
Bondholders, and to enable a satisfactory arrangement, which should 
take into account equity and the economic capacity of the country, 
to be carried into effect." 

Extracts from the Report of the Commission appointed 
by the Honduras Government to negotiate with Mr. Bain 
were given in the Council's last Report (page 200). From 
these it will have been seen that the Commission's Report 
could scarcely be regarded as a serious document, and that 
the Commission itself appears to have been constituted 
mainly for the purpose of obstruction and delay. 

* ? x?6 7 . 
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Although Mr. Bain held a special Power of Attorney, 
legalised and attested in the most formal manner, in order 
to satisfy the requirements of the Honduras Government, 
and although the Government were perfectly well aware 
that he has acted for many years past as the duly 
accredited Agent of the Council and Committee, the Com- 
mission determined not to recognise him in that capacity. 
Notwithstanding this the Government a few months later 
sent one of the Commissioners, Dr. Ugarte, to England, 
with instructions to enter into negotiations with the very 
body whose duly accredited representative they had re- 
fused to recognise. As mentioned above, the Govern- 
ment subsequently cancelled their instructions to Dr. 
Ugarte with regard to taking the unpractical and unneces- 
sary step of opening in Europe and America a registration 
of the Bonds of the Debt which were, as the Finance 
Minister rightly points out, issued by the Government's 
own Agents. 



Internal Debt, 1902-3. 

The Finance Minister's Report contains data showing 
that the movement of the floating debts and other liabili- 
ties which form the Internal Debt of Honduras was as 
follows during the financial year 1902-3 : — 

Amount outstanding 1st August, 1902 ... $1,233,149,43* 

New Liabilities incurred during 1902-3 ... 511,328.04 

A 4 . . . . Total ... $1,744,477.47 

Amount amortised during 1902-3 ... ... 427,096.64 

Amount outstanding, 31st July, 1903 $1,317,380.83 



• According to the Report of the Finance Minister for 1901-2, the amount outstanding 
was 81,142,411.87. The difference of $90.73756 is mainly due to the inclusion of fresh iw*» 
in the later statement. 
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The various items composing the Debt at the beginning 
and close of the financial year are given in the following 
Table :— 



• 


1st August, 
1902. 


31st July, 
1903. 


Bank of Honduras 

Credit Notes 

War Contribution 

Federal „ 

Internal Debt Proper ... 

Loans 

Arrears 

Deposits 

Water and Electric Light 
Deposits for Concessions 
Supplements 




•• 


$ 

253,925.54 

131,912.16 

79.54456 

50,643.66 

180,280.10 

9,233.81 

472,722.95 

1,679.52 

32,532,13 
40,675,00 


$ 
161,322.89 
340,330.48 

79,544.56 

30,606. 16 

168,998.78 

9,383.7* 

385,355.07 

3,17121 

37,992.92 

30,675.00 

70,000.00 


1 
Total ... 1 1,233,149.43 


1,317,380.83 



With regard to the increase in the liabilities of the 
State, the Finance Minister said that this need cause no 
alarm, as the amortisation was proceeding regularly in 
accordance with the Budget, the necessary amounts being 
provided from ordinary resources. 

Against these liabilities were to be set assets amounting 
to $2,845,54641 (including national property valued at 
$2,136,830.15), there being thus a balance in favour of the 
State of $1,528,165.57. 

Budget for 1904-5. 

The Council have not yet received the Budget Estimates 
for 1904-5. 

Q 
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INTEROCEANIC RAILWAY. 

The Reports, both of the Minister of Foreign Affairs 
and of the Minister of Internal Development, deal at some 
length with the question of the Interoceanic Railway. 

The following is a translation of the portion of the 
Report of the Minister of Foreign Affairs concerning the 
Interoceanic Railway : — 

" Amongst the obligations which the Honduras Syndicate under- 
took in the contract for the leasing of the Railway was that of 
constructing a bridge over the river Ulua. This and other 
obligations were not fulfilled, either in the stipulated time or during the 
extension of time of one year which was granted to the Syndicate, 
in consequence of which, in conformity with Article 3 of the said 
contract, the same was rescinded, without the necessity for an 
arbitral decision, and the Government entered into possession of the 
Railway on the 27th May last. 

This has given rise to an unfounded claim, which the Syndicate 
presented to the Washington Government, in which they demand 
from the Government of this Republic $1,056,393 with interest as 
indemnity for supposed damages, asserting that they were violently 
dispossessed of the Railway. 

This claim will cause you real surprise if you lake into account the 
clear and precise terms of the contract which you approved on the 
26th May, 1900, and the fact that the representative of the Honduras 
Syndicate. Don Adolfo Pereira, convinced that the lease of the line 
by the express terms of the contract, ended, spontaneously gave 
orders for the delivery of the Railway, disassociating himself from 
its administration and management. As this matter is pending, I can 
only point out that the Department in my charge, with abundant 
reasons and documents, refuted the memorial of the Syndicate, 
demonstrating the want of justice of the claim. 

The Executive, basing itself upon the uprightness of the Govern- 
ment of the United States, harbours the belief that, in view of the 
statement which was addressed to it, it will not support the claims of 
the Syndicate." 

The Minister of Internal Development gives an account, 
of which the following is a summary, of the Government's 
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entry into possession of the line, and of the condition in 
which the railway was found when taken over from the 
Syndicate. 

The Honduras Syndicate had telegraphed from New 
York, on the 24th May, 1903, requesting the Government to 
suspend all action pending the arrival of representatives 
who would make advantageous proposals to the Govern- 
ment ; the President had, however, replied that it was 
essential that the Railway should be surrendered. The 
Syndicate had then telegraphed to their local Agent express- 
ing the hope that all employes would retain their posts 
under Government orders until the arrival of the Syndicate's 
representative, and the Agent had thereupon spontaneously 
offered to give the necessary orders for the surrender of 
the line. The Honduras Syndicate claimed an enormous 
sum of money from the Government on account of pre- 
judices suffered by reason of the surrender of the line, 
but in effecting a voluntary surrender, the Syndicate had 
admitted the non-fulfilment of its obligations and con- 
sequently its claim was unfounded. 

The Railway had been found to be in a lamentable state. 
Of the*2i 1 bridges between Puerto Cortes and La Pimienta, 
only one, the new bridge over the Chamelec6n, was in good 
condition ; only about 1 5 per cent, of the sleepers were 
sound ; the rails at many of the curves were so worn as to 
cause the trains constantly to leave the track, which, 
throughout its whole length, had become out of level ; 
whilst the workshops lacked necessary materials and tools. 

A number of the most urgent repairs had been effected, 
and, pending the action of Congress, the working of the 
Railway was being carried on in the same manner as when 
it was in the hands of the Syndicate. 

Q 2 
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bllowing statement, published in March, 1904, 
le results of the working of the Railway by the 
lent for six and a-half months after taking it 
n the Honduras Syndicate. 

ECEIPTS, jst JUNE to 15TH DECEMBER, 1903. 

nee in hand $113.53 

osits for Salaries 5,294.59 

ghts on Fruit i3°t253-77 

, „ Merchandise 41,050.08 

luct of Cattle 22,801.39 

enger Traffic 26,405.14 

nway 3.737-75 

iry Receipts 5*495-48 

$243,061.73 

>ENDITURE, ist JUNE to 15TH DECEMBER, 1903. 

trials $11,138.81 

14.848-27 

ervation of the Line 32,615.64 

iinistrative Expenses ... I 5»933«95 

ding of Bridges 7,298.87 

pers and Timber 22,174.09 

n Service 23,634.15 

hanical Workshop 20,906.41 

kshop for Cars 7>545-98 

ernment of Honduras 51,000.00 

sral Expenses and Sundries 22,669.60 

nee in hand 13,295.96 

Total $243,061.73 

six and a-half months' working of some 60 miles 
Dpears to have yielded a profit of $5 1,000 (or about 
to the Government. The Council have also been 
I that the Government have caused the rails laid 
[onduras Syndicate on a section of five miles built 
beyond La Pimienta, in the direction of the 
to be taken up, and have used them to replace 
: rails on the old part of the line. This scarcely 
be a step towards securing the completion of the 
:h the Government has so constantly asserted to 
>ensable to the prosperity of the country. 
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Exchange. 

The following Table shows the average rate of exchange 
during each month from January, 1903, to March, 1904: — 
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ITUANA RAILWAY. 
Six per Cent First Mortgage Debentures ... £1 50,000 



Committee of Ituana Railway Six per Cent. First 
Mortgage Debenture-Holders. 



Right Hon. Lord Avebury, Chair- 
man, 

Claude Bishop, Esq. 

R. Fleming, Esq. 

Hon. Sir C. W. Fremantle, 
K.C.B. 

D. G. Bruce Gardyne, Esq. 

M. Van Raalte, Esq. 



His Honour Judge Sir Thomas 

Snagge. 
General Sir Luther Vaugban, 

K.C.B. 
Sir W. Vincent, Bart. 

Secretary. 
James P. Cooper, Esq. 



Report. 

The Council are glad to be able to report a satisfactory 
settlement of this long-standing and troublesome affair. 

During last year the liquidation of the Railway Company 
made but slow progress, and, although the Brazilian 
Government fullv recognised the justice of the Debenture- 
holders' claims, they stated they could do nothing before 
the statutory meeting of creditors of the Railway Company 
which was to be held at Rio on the 15th December, 1903. 
The meeting was duly held, but fresh difficulties unfortu- 
nately arose in the way of a settlement with the Debenture- 
holders. The Committee, therefore, at the end of Decem- 
ber, telegraphed to the President of Brazil, requesting 
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him to authorise the immediate payment of the Debentures. 
An answer to this telegram was at once received from the 
Finance Minister to the effect that the liquidation had 
entered upon its final phase and should be concluded in 
ninety days, and the Committee after some hesitation 
decided to await the expiration of the period named. 

Unfortunately, however, this period of ninety days 
proved insufficient for the completion of the liquidation, 
and further delay occurred. The Committee felt that it 
was impossible to wait any longer, but before proceeding 
to take hostile action they determined to make a final 
effort to effect an amicable settlement. 

With the kind assistance of Lord Rothschild the diffi- 
culties in the way were at last overcome, and on the 
ioth May, Dr. Brand&o signed an agreement with the 
Brazilian Government which provided for the payment of 
the principal of the Debentures lodged with the Council at 
par, with interest thereon at the rate of 8 per cent, from 
the date of the last coupon paid (ist January, 1900) to the 
date when the Railway entered into forced liquidation, and 
at the rate of 6 per cent, from the latter date up to the 
30th April, 1904. The amount of Debentures deposited 
with the Council was £ 149400, and interest on this sum 
at the above-mentioned rates amounted to ^47,808, making 
a total of £ 197,208. The Brazilian Government undertook 
to pay 50 per cent, of this amount at once, 25 per cent 
on or before the 30th July, and 25 per cent, on or before 
the 30th October, 1904, a proportionate amount of 
Debentures to be handed over on the occasion of each ot 
these payments. The Council did everything in their 
power to induce the Government to make a contribution 
towards the expenses, but this they positively declined to 
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do. It was, therefore, necessary to ask the Bondholders 

to provide the amount required. 

The foregoing arrangement was submitted to and 

approved by a public meeting of the Debenture holders 

on the 1 8th May last, the following resolutions being 

unanimously passed : 

Resolved— That this general meeting of the holders of the Six 
per Cent. First Mortgage Debentures of the Ituana Railway approves 
and ratifies the arrangement made between the Brazilian Government 
and the Council of Foreign Bondholders, acting in conjunction with 
the Debenture holders' Committee, for the payment of the sum ot 
,£197,208 in satisfaction of all claims for principal and interest in 
respect of the £149,400 Debentures deposited with the Council, vir., 
50 per cent, in cash and the remainder by two instalments of 25 per 
cent, each, payable on or before 30th July and 30th October next 
respectively, the Debentures to be delivered to the Brazilian Govern- 
ment in proportion as the payments are made. 

Resolved — That this meeting hereby sanctions a deduction of 3J 
per cent, on the face value of the Debentures to cover the costs, 
charges and expenditure of the Corporation and the remuneration of 
the Agents employed. 

Resolved— That the thanks of this meeting be given to the 
Council and Committee for their services on behalf of the Debenture 
holders and to the Right Honourable Lord Rothschild for his good 
offices in promoting an amicable arrangement with the Brazilian 
Government. 

The above arrangement, after allowing for the deduction 
for expenses, permits of a distribution of £128. 10s. in 
respect of each ;£ioo of Debentures with interest inarrear, 
and is equivalent to a return of the principal at par and a 
little more than compound interest at 6 per cent, from the 
1st January, 1900, to the 30th April, 1904. 

On the 19th May, the Council advertised the payment 
of the first instalment of 50 per cent. viz. : £64. 5s. per 
£100 of Debentures. 
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The second instalment of 25 per cent, or £3 2. 2s. 6d., 
is now being paid. 

Only the final payment of 25 per cent, falling due on 
or before the 30th October next remains outstanding. 

The time and trouble devoted to this matter during the 
long period which has elapsed since it was first placed in 
the Council's hands have necessarily been very considerable, 
but the Council feel that ample success has at length 
crowned the efforts of the Committee, and that the 
Debenture-holders are to be congratulated upon the 
exceptionally favourable terms of settlement which have 
been arranged, to which the great influence of Lord 
Rothschild and the energy and ability of Dr. Brand&o 
have materially contributed. 

The Council also gladly express their acknowledgments 
of the honourable and enlightened manner in which the 
Brazilian Government has behaved in the matter. 
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LIBERIA. 



Seven per Cent. External Loan of 187 1 

Amount deposited and stamped under Arrange- 
ment of 28th September, 1898 

Certificates for interest arrears on ^78,250 Bonds 
=£137,850, redeemable at, say, 13J per cent, 
of their nominal amount 



;£ioo,oco 



M250 



i8,747 
£96,997 



Liberian Committee. 



Right Hon. Lord Avebury, Chair- 
man, 

L. J. Baker, Esq. 

J. R. Brown, Esq. 

Hon. Sir C. W. Fremantle, 
K.C.B. 



E. Godcfroi, Esq. 
W. A. Stephens, Esq. 
H. T. Tatham, Esq. 
Arthur A. Tilleard, Esq. 
Secretary. 
James P. Cooper, Esq. 



Area (about) 35,000 square miles. 

Population (exclusive of Aborigines) esti- 
mated at 60,000. 

Capital, Monrovia. Population esti- 
mated at 5,000. 

External Debt per head, inclusive of 
arrears of interest as reduced ... ^1. 12s. 4d. 

President Hon. A. Barclay. 

Consul of Great Britain for Liberia ... Errol MacDoncll,Esq. 
Acting Charge" d' Affaires of Liberia in 

Great Britain Henry Hayman, Esq. 
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History of the Debt (Foreign). 

1S71. — A Loan of ,£100,000 bearing 7 per cent, interest was issued 
by Messrs. Holderness, Nott & Co., at 85 per cent, for 
the purposes of liquidating Treasury Bonds and carrying 
out Public Works. The interest of the Bonds was secured 
on one-fifth of the entire Customs dues of the Republic, 
which, for 1870, produced more than £19,000 sterling, and, 
for repayment of the principal, an excise tax of $1.00 per 
annum was to be levied and collected from all male citizens. 
This tax was estimated to produce £30,000 per annum. 
The United States Minister at Monrovia was appointed to 
receive the proceeds of the above Revenues for the service 
of the Loan. 

1874. — Default was made on 1st August. 

1898-9. — An Arrangement was made for the settlement of the Debt 
on the following terms : — 

The interest to be reduced to 3 per cent, for three years, 
rising £ per cent, every three years to a maximum of 5 per 
cent. The first payment of interest to be made on 1st 
October, 1899. Amortisation to commence on 1st October, 
1904, by means of an accumulative sinking fund of 1 per 
cent, applied by tenders or purchases when the price of the 
Bonds is under par and by drawings at par when the price 
is at or above par. 

The Council to issue Certificates for the arrears of interest 
to be redeemed in the following manner : — After the extinc- 
tion of the principal of the Debt, the Government to continue 
to remit, for a period of four years, the same amount of interest 
and sinking fund as was payable at the date of such extinction. 
This sum to be applied to the redemption of the Certificates, 
either by a pro raid payment or by half-yearly drawings, as 
the Council and Committee may decide. 

As special security the Export Duty on Rubber to be 
assigned. Any sums paid to the Government by the existing 
Li be ri an Rubber Syndicate, or any other company that may 
succeed it, to be also applied to the service of the Debt, 
any surplus to be applied to amortisation. The service to be 
also secured by one-half the duties on Tobacco and Powder 
paid over quarterly to the British Consul. 
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Report. 

The service of the External Debt has, during the past 
year, been punctually carried out, the Coupons due 1st 
October, 1903, and 1st April, 1904, having been paid at 
maturity. Under the arrangement of 1898-9, the Sinking 
Fund of 1 per cent, comes into operation on 1st October, 
1904. 

The dearth of official statistics throwing any light upon 
the financial position of the Republic unfortunately still 
exists, in spite of the appointment last year of a Govern- 
ment statistician. The following extracts from the Foreign 
Office Report, drawn up by Mr. Errol MacDonell, 
H.B.M.'s Consul at Monrovia, and published in March 
last, are, however, of considerable interest, and are repro- 
duced for the benefit of Bondholders as being the latest 
information obtainable : — 

Liberia is undoubtedly a rich country, and with proper and efficient 
development it should prove one of the most productive portions of 
West Africa. This, however, can never be so long as the restrictive 
laws framed some fifty years ago, when the Republic was in its 
infancy, are still in force. 

The two laws which most hinder development are those prohibiting 
any but Liberian subjects from holding land, and the prohibition of 
foreigners trading in the interior or anywhere but at the official ports 
of entry. 

It will be readily understood that no firm would be justified in 
investing large capital in a country where it cannot obtain the free- 
hold of its stores and warehouses ; for this reason also no banks are 
established in Liberia. 

Another deterrent to the development of the country is the con- 
stant inter-tribal warfare in the interior. This naturally interrupts 
trade to an enormous extent. Owing to these feuds the natives will 
not risk bringing their produce through hostile districts, and the 
natural products are therefore left uncollected, or else find their way 
into French or British territory. 
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The end of 1903 concluded the Presidential administration of 
Mr. Gibson, and early in January, 1904, Mr. Barclay was inaugurated 
to fill the vacancy. It is to be hoped that some modification of the 
existing restrictive laws may be carried out during his administration. 



The want of a bank is greatly felt by both merchants and the 
Government. At the present moment the German and Dutch houses 
do practically all the Government banking business, which in one 
way or another is very considerable. The lack of coin in the country 
is also greatly felt. Owing to this want the Government have recourse 
to issuing cheques for the discharge of their liabilities and the pay- 
ment of their officials. These are accepted by the firms at a discount 
of 25 per cent., or half in goods and half in cash. The firms subse- 
quently employ these cheques in payment of certain customs duties, 
local licenses, etc 

The official currency is dollars and cents of the same value as the 
United States, but for the exception of copper one and two cent 
pieces, practically the only coin in circulation is British gold and 
silver. 



A great source of revenue to the Liberian Government is the head 
money charged on native emigrants. The natives from the Mont- 
serrado County principally emigrate to Fernando Po, and the natives 
from Bassa and Cape Palmas go to Cameroons and the Gold Coast. 
The Kroo tribe do not emigrate, but serve as deck hands and 
boatmen on foreign vessels plying on the West Coast. $5 per head 
is charged on labourers emigrating, and $1 per bead on natives 
engaging on board ship. 



OFFICIAL RETURNS SUPPLIED BY TREASURY FOR THE 
FINANCIAL YEAR ENDING 30TH SEPTEMBER, 1903. 



From 


Amount. 


Customs 

Internal 

Miscellaneous 

Total ... 
Disbursements for the same period 


* 

316,111.91 

9,i53-56 

27,83»-53 


$353,104.00 
338,480.76 



Note. — Official rate of exchange, 4s. 2d. per $1 
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Productions and Exports. 

Gold, precious Owing to the density of the bush, and the practically unknown 

minerals. resources of the hinterland of Liberia, it is extremely difficult to say 

what minerals and precious stones exist. The West African Gold 
Concessions Company, who hold a charter granting them mining 
rights over two of the counties, have sent out several prospecting 
expeditions. Reports have been received that indications of auri- 
ferous deposits exist, but no payable reef has so far been discovered. 
During the year deposits of corundum were found in Maryland 
County, and the company hope that this may lead to the discovery 

of rubies and sapphires 

Copper and quicksilver are reported to exist, but of the latter no 
deposits have yet been found, nor has any yet come to the coast. 

Iron exists in large quantities and has been worked for a long time 
by the natives in the interior. 

Ivory. A considerable quantity of ivory is exported, but more would be 
if the country was opened up to trade. The quality is good though 
the tusks do not run very large 

Cotton. Cotton is indigenous to Liberia, and the wild cotton is much used 

by the Mandingoes and other tribes in the manufacture of native 
cloth. There is no doubt that it would grow well and abundantly if 
properly cultivated. The reasons that it is not cultivated are many, 
but principally because it requires a considerable amount of labour, 
for which the small farmers are not prepared to pay. It also requires 
great care and attention, which Liberian farmers do not give ; the 
expense of clearing the virgin forest and keeping down the under- 
growth is also very great. With energy, assistance from the Govern 
ment, and the outlay of capital, Liberia would undoubtedly be a most 
successful cotton-producing country. 

Rubber. Liberia is essentially a rubber country. The unknown and impene- 

trable forests undoubtedly abound in rubber-producing vines and 

trees 

In 1900 a concession was granted to a British firm for collecting 
and exporting rubber in and from Liberia. This company, after 
active working, succeeded in exporting some eighty tons in a year, 
but since then there has been a great decrease. It is now reported 
that in 1904 the original company is to be absorbed and a new under- 
taking will work the vast forests of Liberia. 

The Liberian Government are paid a royalty of about 3d. per lb. 
on all rubber exported. The average price on the home market is 
about 2s. 3d 
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[Liberia. 



Piassava and 
fibres. 



Owing to the density of the forests and the lack of means of Timber, etc 
transport, very little is known of the timber and hardwoods of 
Liberia. Many woods of extreme durability and beauty are used for 
local building and furniture making, and, if properly treated, would 

undoubtedly have a commercial value The existence 

of many gums, bitter barks, aromatic herbs and plants having medi- 
cinal qualities cannot be doubted, and at some future date, when the 
vast primeval forests of Liberia are opened up, they will prove a 
source of revenue to the country 

For some time there have been considerable exports of piassava, 
and from certain localities the quality is good and the prices high. 

. . . . It is to be regretted that no steps are taken to prevent 
the adulteration of this product, which would enhance the value and 
prevent the natives mixing it with a substance resembling piassava, 
but which has no commercial value 

Coffee for many years was the principal export from Liberia, but Coffee, 
owing to the enormous production in other parts of the world, and 
other causes, the value has fallen to such an extent that farmers do 
not even take the trouble to harvest their crop. Liberian Coffee is very 

good, and if better known should command higher prices 

The price formerly averaged about £4. 5s. per cwt., but is now only 
from £1 to £1. 7s. Insufficient care is taken by the producers in 
collecting and drying the berry, broken, immature and undried beans 
being all mixed up with the sound coffee, thereby reducing the value. 

Ginger has recently been occupying the attention of the farmers. iGinger. 
If more attention was given to the cultivation and pre- 
paration better prices could be obtained 

Considerable quantities of palm oil are shipped from Liberia, Palm oil. 
principally from Grand Bassa and Sinoe, smaller amounts from Cape 
Palmas and Junk, and very little from Monrovia. The price, which 
varies very little, averaging about ^24 per tun, could be greatly 
increased if the oil was not adulterated by the natives and was freer 
from dirt and water. 

Large quantities of palm kernels are shipped from all ports, and Palm kernels. 
during the last six months heavy shipments have been made from 
Cape Palmas 
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MEXICO. 



External Debt 



Original Present 
Amount. Amount 
Five per Cent. External Consoli- 
dated Gold Loan of 1899 ... ^22,700,000 ^21, op* 2 * 



*6 % Silver Currency Bonds, 1890 
(Monterrey and Mexican Gulf 
Railway; $6,700,000 $2,000 



Area 767,000 square miles. 

Population (Census 1900) 13,545,000. 

Capital, City of Mexico. Population 

(1900) 345,ooo. 

External Debt per head £1. 12s. 5d. 

President General Porfirio Diaz 

(1904 to 1908). 

Envoy Extraordinary and Minister 

Plenipotentiary of Great Britain 

in Mexico George Greville, Esq., C.M.C 

Envoy Extraordinary and Minister 

Plenipotentiary of Mexico in 

Great Britain General Pedro Rincon 

Gallardo. 

Financial Agent of Mexico in Lon- 
don Don Luis Camacho. 

• These Bonds have nearly all been converted into Five per Cent. Internal Stock. Th« 
amount shown above was outstanding on 30th June, 1903. 
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History of the Public Debt (Foreign). 

1824. — Five per Cent. Loan. Amount ^3,200,000. Issued in 
England by Messrs. B. A. Goldsmidt & Co. at 58 per cent. 

1825. — Six per Cent. Loan. Amount ^3,200,000. Issued in England 
by Messrs. Barclay, Richardson & Co., at 89} per cent. 

These Loans fell into arrear, no dividends being paid from 
October, 1827, to April, 1831, inclusive. 

183 1. — The arrears of interest were funded into Deferred Bonds to 
bear interest from 1st April, 1836, and capitalised at 62 J per 
cent, as regarded the 1824 Loan, and at 75 per cent, in the 
case of the 1825 Loan. It was further arranged that one 
half of the value of the Coupons due from 1st April, 1831, to 
1st April, 1836, should be capitalised at the same rates on 
the latter date, whilst the remaining moiety was to be paid 
in cash. This portion of the Arrangement was, however, 
only partially carried out. 

1837-39. — The whole amount outstanding on the Loans of 1824 and 
1825, with the Deferred Bonds of 1831, and arrears, was 
consolidated into a Debt of ^9,247,378, which was divided 
one-half into " Active " Bonds bearing 5 per cent, interest 
from October, 1837, and one-half into " Deferred" Bonds to 
bear the same interest from October, 1847. The 1824 Loan, 
the capitalised arrears on that Loan, and all unfunded 
arrears, were convertible at par, whilst the 1825 Loan, with 
its capitalised arrears, was convertible at H2£ per cent. 
The *' Deferred " Bonds were receivable in payment for 
waste lands in certain States. The security was one-sixth 
of the Customs receipts of Vera Cruz and Tampico, and if 
cash were at any time not forthcoming for the payment of 
the Coupons, Customs certificates, receivable for duties, 
were to be issued in London. The Agreement was not 
ratified till 1839, and as no funds had been remitted for most 
of the Coupons, a partial use was made of the issue of 
Customs Certificates. 

1842. — It was arranged that "Debentures" should be issued in 
discharge of the balance of the arrears since 1 837 at the rate 
R 
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of ^50 for each ^100 due, and that these Debentures should 
be redeemed with the surplus of the above-mentioned 
Customs receipts, the assigned portion being increased from 
one-sixth to one-fifth for the purpose. 

1843. — Five per Cent. " Active '' Bonds. Amount ^200,000. Issued 
to the Mexican Government Financial Agents in payment of 
commission. No interest was ever paid upon these Bonds, 
but they were brought into the Conversion of 1886. 

1846 — An Agreement was effected by which the whole Foreign Debt, 
including arrears to 1st July, 1846 (with the exception of one 
dividend of £2, 10s. on the " Active " Bonds), and certain 
Internal Bonds and unfunded liabilities were consolidated 
into a Five per Cent. Debt of ^10,241,650. The "Active" 
Bonds, with arrears, were converted at 90 per cent., and the 
" Deferred " Bonds and Debentures at 60 per cent., the total 
Foreign Liability of ^11,241,375 being reduced to ^8,106,685 
in New Bonds. The security given was one-fifth of the 
Customs receipts of Tampico and Vera Cruz, the Tobacco 
Duty and the Export Duty on Silver from the Pacific Ports. 

The New Consolidated Loan was apportioned as follows.— 

To Holders of Active Bonds ^5,032,685 

„ „ Deferred Bonds and Deben- 
tures 3>°74i 000 

Redemption of part of Internal Bonds 
secured on the Tobacco and other 
Revenues, and the providing the Go- 
vernment with more funds 2,134*965 

,£10,241,650 

This Arrangement came into force on 1st January, i847i 
but soon fell through in consequence of the war between 
Mexico and the United States, when the latter took possession 
of Vera Cruz and Tampico, thus cutting off a part of the 
security pledged for the service of this Loan. 

1850-51.— In October, 1850, a Decree was published providing for the 
Conversion of the Foreign Debt upon the following terms : 
The interest to be reduced to 3 per cent., and New Bonds 



Digitized by VjOOQ IC 



259 [Mexico. 

to be issued at par. The arrears since July, 1847 
(£1,871,276) to be liquidated by a draft for $2,500,000 
i .. (jCS 00 * ^ ). .on Jhe Indemnity payable by the United 

States. The special security to be 25 per cent, of the 
Import Duties, and 75 and 5 per cent, of the Export Duties 
at the Pacific and Gulf Ports respectively. The redemption 
for the first six years to be effected only from the surplus 
produce (if any) of the assigned revenues, subsequently by 
means of an annual remittance of $250,000. The Decree 
was accepted by the Bondholders, and the Conversion 
carried out in 1851. The payment of the interest accruing 
during the first three years was, however, spread over a 
period of ten years. No further payments were made, 
and in July, 1863, the arrears (q£ years) amounted to 

£2,918,870. 

1 
1864. — New Mexican Three per Cent. Stock. To meet the require- 
ments of the Debt, as above stated, the Empire proceeded 
to fund its Obligations into a New Mexican Three per 
Cent. Stock, amounting to £4,864,800, which was issued at 
the rate of £100 Stock to ^60 arrears. The half-yearly 
dividend due 1st January, 1864, was to be paid in cash, and 
two years' dividend on the original Three per Cent. Bonds, as 
well as on the New Mexican Stock, was to be retained out of 
the New Mexican Six per Cent. Loan of April, 1864. Default 
was made in January, 1867. 

1864-65. — Six per Cent. Loan (Maximilian Loan). Amount 
£12,365,000. Issued in London and Paris in 1864 at 63 per 
cent Raised by the Empire for the purpose of obtaining 
funds for upholding it against the Republican party at the 
time of the French intervention, one-third of the Loan being 
issued to the French Government for expenses connected 
therewith. In 1865 this Loan was for the most part 
converted into Bonds of a Mexican Imperial Lottery Loan 
of £20,000,000. but the payment of interest ceased in 1866. 
On the re-establishment of the Republic in 1867, both these 
Loans were definitely repudiated on the ground that they 
were contracted for the purpose of combating the constitu- 
tional Government. ' A«, however, a sum of 1,729,553 Frs. 
in 3 per Cent. Rentes out of the proceeds of the first Loan 
was deposited at the Caisse des Depots et Consignations, 
R 2 
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Paris, together with 3,549,968 Frs. derived from the Customs 
Dues collected by the French Military Administration, and 
four millions of 3 per Cent. Rentes added by the French 
Government, the holders of these Loans were reimbursed by 
that Government, on surrender of their Bonds before 31st 
December, 1869, by an apportionment of 4 Frs. 30 Cts. 
in 3 per Cent. Rentes, and 4 Frs. 30 Cts. in cash per 
1864 Bond of 500 Frs., and 6 Frs. 45 Cts. in 3 per Cent. 
Rentes and 6 Frs. 45 Cts. in cash per 1865 Bond of 500 Frs. 
This settlement represented approximately ^29. 10s. $d., 
and ^44. 5s. iod. per cent, in Rentes and cash for the 
two Loans respectively. A further small sum will become 
divisible in 1915. 

1886 — Consolidated Debt. In 1886 a new Arrangement was entered 
into, u hereby the holders of the Old Securities (excluding 
all imperial liabilities except the 3 per Cent. Funding Stock 
of 1 864) were to receive for them New Bonds, bearing 1 per 
cent, interest for 1886, i£ per cent, for 1887, 2 per cent, for 
1888, 2$ per cent, for 1889, and 3 per cent, thereafter. 

These Bonds were issued on the following principle :— 

For ,£100 of Bonds of the Three per 
Cent. 1 85 1 Arrangement, with 
arrears from January, 1867, 
(.£6,144,990), were given ... ^109 of New Bonds. 

For ;£ioo of Three per Cent. 1864 

Stock were given ^50 „ » 

For £ 100 of Deferred Bonds, 1837, 

were given ^20 „ „ 

For j£ioo of unpaid Certificates of 

Conversion, 185 1, were given... ^20 „ » 

For j£ioo of Barings' Certificates 

(representing one-third of the 

coupon of July, 1866), were 

g» v e" £20 „ 

For ,£100 of Active Bonds 1843, 

with all Coupons, were given ^29 „ » 

1 he Government were to have the right, up to the 31st De- 
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cember, 1890, to purchase Bonds in the market, or to redeem 
them by drawings, at the rate of 40 per cent nominal value. 
After that date to redeem by purchase or by drawings at 
the rate of 50 per cent, of their nominal value. 

1888. — Mexican Consolidated External Six per Cent Loan. 
Authorised amount, j£ 10,500,000. Issued in London, Berlin 
and Amsterdam, at 78^ per cent. The first amount offered 
was ^3, 700,000, in March. 1888, and the balance of ^6,800,000 
was periodically issued to Messrs. A. Gibbs & Sons, and to 
certain Continental banking-houses on their depositing an 
equivalent amount of Mexican External Bonds of 1851 and 
1886. The Security assigned to this Loan was 20 per cent, 
of the nett Export and Import Duties, and the total nett 
proceeds of the direct Taxes on land, houses, industries, 
etc., collected in the Federal district of Mexico. The 
primary objects of the Loan were to extinguish the interest- 
bearing Floating Debt, and to redeem the Three per Cent. 
English Debt of 1886 in accordance with the conditions of 
the Arrangement of that y«*ar. The principal was redeemable 
at par by an accumulative Sinking Fund of J per cent., 
commencing on 1st April, 1893. 
Included in Conversion of 1899. 

1889. — Five per Cent. Tehuantepec Railway Loan. Authorised 
amount, ^2,700,000. Offered in London and Berlin by 
Messrs. Seligmann and the Dresdner Bank, at 77\ per cent, 
to complete the National Tehuantepec Railway. Redeem- 
able at par in fifty years by half-yearly drawings commencing 
1st July, 1899. ,£1,300,000 Bonds were allotted, the 
remainder being subsequently disposed of privately at aoout 
the same rate. Secured on the Railway and Works, 50 per 
cent, of the gross receipts being assigned for the service of 
the Loan, any deficiency having to be made good by the 
Government. 

Included in Conversion of 1899. 

1890. — Six per Cent. Silver Currency Bonds (Monterey and Mexican 
Gulf Railway) Authorised amount, $6,700,000. Issued in 
London and Amsterdam, at 65 per cent., to obtain funds for 
the construction of the Monterey-Tampico Railway. The 
principal and interest were payable in silver currency. 
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The Bonds have now been almost entirely converted into 
Five per Cent. Internal Redeemable Stock. 

1890.— External Six per Cent. Loan. Authorised amount, ^6,000,000. 
Issued in London, Berlin and Amsterdam, at 93$ per cent 
Sinking Fund, i per cent. Secured on 14 per cent, of the 
total proceeds of the Import and Export Duties, with an 
undertaking on the part of the Government to assign such a 
larger proportion, it necessary, as should maintain a margin 
of 10 per cent, at least, over and above the sum 
required for interest and Sinking Fund. 
Included in Conversion of 1899. 

1893.— External Six per Cent. Loan. Authorised amount ^3,000,000, 
of which ,£2,594,720 were offered by Messrs. Glyn, Mills & 
Co., in November, 1894, at 68 per cent. Sinking Fund, i per 
cent, cumulative. Specially secured on 12 per cent of the 
Export and Import Dues. 

Included in Conversion of 1899. 

1899.— Five per Cent. External Consolidated Cold Loan. Authorised 
amount, ^22,700,000. Redeemable at latest in 46 years by a 
cumulative Sinking Fund of '62 per cent, applied half-yearly 
by drawings or purchases. Secured on 62 per cent of the 
National Import and Export Duties. Issued to convert the 
Six per Cent. Loans of 1888, 1890 and 1893, and the Five 
per Cent. Railway Loan of 1889. On conversion, cash 
premiums were given as follows : — 1888 and 1890 Bonds, 1} 
per cent. ; 1893 Bonds, 2 per cent. ; 1889 Railway Bonds, 1 

m per cent. 



Report of the Finance Minister. 

On the 14th December, 1903, the Annual Report 
required by the Mexican Constitution, dealing with the 
financial results of the year 1902-3, was delivered to Con- 
gress by the Finance Minister, Seflor Don Jos6 Yves 
Limantour. 



Digitized by VjOOQ IC 



263 [Mexico. 

The total amounts of Ordinary Revenue and Expendi- 
ture for 1902-3 (exclusive of Receipts derived from 
securities of the Public Debt and nominal Receipts set 
off by corresponding entries on the Expenditure side of 
the account), were as follows : — 

Revenue from normal Budgetary sources ... $76,023,416 

Expenditure for normal Budgetary purposes ... 68,222,522 



Surplus $7,800,894 



a sum exceeding by more than a million dollars any 
surplus since 1895-6. 

In addition to the Ordinary Expenditure shown above, 
Extraordinary Expenditure on works of public utility had 
been incurred to the extent of $4,686,300. Authority had 
been given by various laws to draw upon the Treasury 
Reserves to meet this expenditure, but the surplus in the 
Ordinary Revenue and Expenditure Account had been so 
large that it had been possible to effect the necessary 
payments without trenching upon these Reserves and to 
still show a surplus of $3,114,592. 

The following Tables show in comparative form the 
details of the approved Budget for 1902-3 and the amounts 
actually collected and expended in respect of the same : — 
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REVENUE, 19023. 





Estimates of 




Difference 




the Finance 




between 




Department 


Revenue 


Estimates 


Revenue. 


adopted by 


Collected. 


and 




the Budget 




Revenue 




Commission. 




Collected. 


Taxes on Foreign 


$ 


* 


* 


Commerce. 








Import Duties .. 


27,000,COO.OO 


32,510,802.01 


+ 5,510,802.01 


Export Duties 


771,000x0 


»45>4i9-39 


+ 74.4»9-39 


Two per cent, for Port 








Works 


540,000.00 


346,296.38 


— I9i>7<3>fe 


Sundry Port Dues 


460,000.00 


628,039.38 


+ 168,039.38 


Consular Fees 


345.000.00 


347,592.00 


+ 2,592.00 


Pilotage Dues 


27,000.00 


18,684.36 


— 8,315.64 


Sanitary Dues 


78,000.00 


85,412.03 


+ 7,4*2-03 


Navigation Licenses ... 


1,200.00 


1,248.00 


+ 48.00 


Fees for Certificates Is- 








sued Abroad 

To-al 

Internal Taxes 


6.000.00 


587.00 


— 5»4i3-o° 


29,228,200.00 


34,784,080,55 


+ 5,555,380.55 








Payable in 








the Federation. 








Stamp Revenue — 








Common Stamps ... 


9,000,000.00 


11,221,462.86 


+ 2,221,462.86 


Federal Contribution 


7,ooo,ooc.oo 


7,972,05995 


+ 972,0599s 


Seven per cent, on 








Import Duties 


1,890,000.00 


1,308,711.90 


— 581,288.10 


Taxes on Mining Pro- 








perty 


1,040,000.00 


1,610,439.14 


+ 57o,433 I 4 


Three per cent, on 








Gold and Silver ... 


2,550,000x0 


2,978,249.86 


+ 428,249.86 


Manufactured Tobacco 


i,6qo,ooo.oo 


i>755,295-°7 


+ 65,295.67 
+ 69,318.16 


Alcohol 


875,000.00 


944.318.16 


Cotton Yarn and Cloth 


1,600,000.01 


1,837,522.20 


+ 237,522.20 


Fines and Sundries... 
Total Stamp Revenue 


94,000.00 


100,301.18 


+ 6,301.18 


25,739,OCO.OO 


29,728,360.92 


+ 3,989.360.92 


Coinage. Assay, Meliing, 








and Refining Dues ... 


1,255,000.00 


I.745.552.50 


+ 490,552.50 


D'ies on Patents and 








Trade Marks 

Total 


25,000.00 


34,125.00 


+ 9,125.00 


27,019 000.00 


. 

31,508,038.42 


+ 4,489,038.42 




1 
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REVENUE 1902-3 (continued.) 



Revenue. 


Estimates of 1 j Difference 
the Finance tetween 
Department | Revenue ; Estimates 
adopted by | Collected. and 
the Budget 1 ' Revenue 
Commission. | Collected. 


Internal Taxes Pay- 
able in the Federal 
District and 
Territories. 
Direct Contributions : 
Predial, Professional 
and Registration Dues 
and Tax on Flour and 

Pulque 

Legacy and Succession 

Duties 

Other Taxes 

Total 

Public Services and 
Minor Sources. 

Post Office Receipi s ... 

Telegraph Receipts ... 

Nett Profits fromGovern- 
ment Industrial Es- 
tablishments 

Receipts from National 
Property 

Lottery and Minor 
Sources 

Total 


* , s j $ 

i 1 

3,214,000.00 3,382,137.26 1+ 168,137.26 

22Q,OCO.O0 1 185,802.40 — 43,197.6b 

48,285.03 !+ 48,285.03 


3,443,000.00 3,616,224.69 

i 

2,3co,oco.oo 2,689,467.80 
1,224,000.00 1,441,198.69 

31,400.00 1 37,850-97 
949,000.00 ; 1,300,968.55 
629,000.00 ! 645,586.44 


+ 173,224.69 

+ 389,467.80 
+ 217,198.6 

+ 6,450.97 
+ 351*968.55 
+ 16,586.44 


5,133,400.00 


6,115,072.45 


+ 981,672.45 


1 
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SUMMARY. 



Revenue. 


Estimates of 
the Finance 
Department 
adopted by 
the Budget 
Commission. 


I 

| Difference 
1 between 
Revenue | Estimates 
Collected. . and 
| Revenue 
1 Collected. 
I 


Taxes on Foreign Com- 
merce 

Internal Taxes payable 
in the Federation ... 

Internal Taxes payable 
in the Federal District 
and Territories 

Public Services and 
Minor Sources 

Total 


$ 
29,228.200.00 
27,019,000.00 

3,443,000,00 
5. 133,400.00 


1 ! * 

34,784,080.55 1+ 5,555,880.55 

1 
31,508,038.42 »+ 4,489,038.42 

3,616,224.69 j+ 173,224.69 
6,115,072.45 + 981,672.45 


64,823,600.00 


76,023,416.11 1+11,199,816.11 




1 



EXPENDITURE, 1902-3. 



Department. 


Budget Appro- ' 
priations, plus 1 

additional | Actual 
credits > Payments, 
authorised sub- ! 

sequently. | 


Difference be- 
tween Appro- 
priations and 
Expenditure. 


Legislature 

Executive 

Judicature 

Foreign Affairs 

Interior 

Justice and Public In- 
struction 

Internal Development ... 

Communications & Public 
Works 

Finance and Public Credit 

War and Marine 

Total 


$ 

1,151,888.80 

329,673.51 

428,763.84 

956,466. 12 

5,228,791.97 

4,114,707.65 
1,156,274.43 

9,713,394.22 
32,794,539.8j 
17,054,587.58 


1 * 

| 1,103,911.23 
278,288.01 
401,392.83 

860,175.45 
5,014,208.67 

3,883,979.32 

I »o63,536.o6 

8,814,423.45 
31,810,107.93 
14,992,499.25 


$ 
47,977.57 
5L385.50 
27,371.01 
96,29a 67 
214,583.30 

230,728.33 
92,738.37 

898,970.77 
984,43X.90 

2,062,088.33 


72,929,087.95 


68,222,522.20 


4,706,565.75 
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With regard to the considerable difference between the 
Estimates of Revenue and the actual Receipts for the year 
1902-3, the Finance Minister's Report stated that the fears 
entertained at the time of the approval of the Budget that 
the effects of the Decree requiring the Import Duties to 
be paid on a scale to be adjusted from time to time, ac- 
cording to the rates of exchange ruling, but never to be 
less than 22^ pence to the Mexican dollar, would, coupled 
with the serious decline in the value of silver at that time, 
cause an appreciable shrinkage in the Imports, had, 
happily, been belied by events. The incorporation of 
certain other minor dues in the Import duties had also 
contributed to the increase shown under this head. 

The important improvement in the Revenue derived 
from Common Stamps and Stamps of the Federal Contri- 
bution arose from the unexpected activity which had 
been shown in mercantile transactions. The law pro- 
viding for the payment in gold of the 3 per cent, tax 
on Precious Metals and the Coinage Dues had produced a 
large augmentation in the receipts from these sources, 
although it had only been in force for about six months 
of the year under review. 

The only instances in which a falling off had appeared 
were the 2 per cent, tax for the Port Works and the 
7 per cent stamp tax on imported goods, and this was in 
consequence of these taxes having been repealed about the 
middle of the year. 

In view of the eminently satisfactory yield of the various 
sources of Revenue, the increase in Expenditure, as com- 
pared with the preceding year, had not been remarkable. 
The impetus given to education had been responsible for 
the additional expenditure of the Ministry of Public 
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Instruction, and the service of the Public Debt had, in 
consequence of the rise in foreign exchange, made heavier 
demands upon the Ministry of Finance than in 1901-2. 
The expenditure of the Executive Department appeared 
to be higher, but it was not so in reality, as in it had 
been included many disbursements which had in previous 
years been considered as appertaining to the Ministries of 
War and Communications and Public Works respectively. 
With these exceptions the expenditure of all the Depart- 
ments of State showed a decrease as compared with the 
figures of the previous year. 

Cash in Hand. 

The following Table shows the cash balances held by 
the Government, in its coffers or in the hands of its 
Agents abroad, at the end of the years 1901-2 and 1902-3. 





End of 1 901 -1 90?.. 


£nd of 1902-3. 


Gold Dollars 

Silver Dollars 


$ 

4,401,539.97 
26,233,882.85 


$ 

2,708,785.67 

28,208,232.68 



Decrease in holding of Gold Dollars in 1902-3, 
$1,692,754.30. 

Increase in holding of Silver Dollars in 1902-3, 
$1,974,349.33. 

The large decrease in the amount of Gold Dollars held 
was stated to be due to the important purchases of shares 
in the Interoceanic Railway Company made by the 
Government. 
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Public Debt. 
The movement in the Public Debt during 1902-3 
was as follows : — 





Outstanding 


Increase or 






June 30th, 


Decrease in 




Payable in Foreign Money. 


1903. 


19023. 




£ , 


£ 




6% Loan of 1888 


4,640 


— 1,240 




6% Loan of 1890 


540 


— 420 




6% Loan of 1893 

Tehuantepec Railway Loan 


220 
1,040 


— 160 




Q96 External Consolidated Gold Loan of 








1899 


22,256,360 


— 146,140 






Nett Decrease, 




Total Principal 

Interest on above Loans uncollected on 


£22,262,800 


£739,8oo 










30th June. 1903 


£291,800 






Payable in Silver Currency. 


$ 


$ 




396 Consolidated Internal Loan 


48,476,975 


— 495,45° 




596 Redeemable Loan, 1st Series 
1 Do. 2nd Series 


19.595,700 


— 57,300 




I9,525»700 


— 65,100 




1 Do. 3rd Series 


19,712,900 


— 59,200 




1 Do. 4th Series 


19,839,800 


— 58,200 




1 Do. 5th Series 


16,842,500 


+ 11,548,400 




Vera Cruz Port Works Bonds 


25 






Monterrey and Mexican Gulf Railway 








Bonds 


2,000 


— 1,000 




Oaxaca Railway Subvention Bonds ... 


9,260,000 






Vera Cruz and Pacific Railway Bonds ... 


5,939,500 


+ 2,370,000 






Nett Increase, 




Total Principal 

Interest on above Loans uncollected on 


U59, 195, 'oo 


$13,182,150 










30th June, 1903 


I $1,316,901 






Floating Debt. 


i 

1 






Balance of Certificates of Arrears issued, 


I 






Claims not presented for conversion, 


1 






and unpaid Balances corresponding to 
former Budgets. (This Debt does not 








1 


Nett Decrease, 




bear interest) 


! $1,269,833 


$72,57o 
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SUMMARY. 
Debt payable in Foreign Money outstanding 



30th June, 1903 
Debt payable in Silver Currency outstanding 



30ihjune, 1903 
Floating Debt in Silver Cuirency outstanding 
30th June, 1903 



£22,554,600 



$160,512,001 
1,269,883 
$161,781,884 



The only additions to the Internal Debt were in the 
cases of the Subvention Bonds of the Vera Cruz and 
Pacific Railway and the Five per Cent. Redeemable 
Internal Bonds, 5th Series. The increase in these latter 
was considerable, and was due to the issue, during 
the year, of Provisional Certificates of this Stock, amount- 
ing to $11,548,400, in payment of works of public utility 
as shown in the Table below. Of this total, however, only 
$918,000 Certificates were exchangeable for definitive 
Five per Cent. Internal Bonds, the balance being, 
redeemable in cash. As a matter of fact, the greater; 
part of these Certificates had been paid off out of the' 
product of the $12,500,000 gold Treasury Obligations, 
which had been issued subsequent to the 1st July, 1903. 

WORKS IN RESPECT OF WHICH STOCK OF THE FIVE \ 
PER CENT. INTERNAL REDEEMABLE DEBT, FIFTH 
SERIES, WAS ISSUED IN 1902-3. 

Vera Cruz Harbour Works $1,344,800 

Coatzacoalcos and Salina Cruz Harbour Works ... 4,349,000 

Manzanillo Harbour Works 11385,800 

Tampico Wharf and Customs House 582,900 

Tehuantepec National Railway ... 2,967,900 

Yurecuaro and Ario Railway 168,000 

Oaxaca Mineral Railway 45, 000 

Cuautla and Chietla Railway . 180,000 

f Merida and Valladolid Kail way 87,500 

Merida and Peto Railways ... I37t500 

Virreyes and San Nicolas Railway 300,000 

} Total $11,548,400 
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Estimates for 1904-5. 

The Estimates for the financial period 1st July, 1904, 
to 30th June, 1905, presented by the Finance Minister, 
were as shown below : — 



ESTIMATES OF REVENUE, 1904-5. 


Taxes on Foreign Commerce — 




Import Duties 


$31,350,000 


Export Duties 


862,000 


Various Port Dues 


650,000 


Warehouse Dues 


44,000 


Pilotage Dues - .-. 


19,000 


Sanitary Dues 


88,000 


Consular Fees 


364,000 


Sundries 


1,000 


Total of Taxes on Foreign Commerce 


*33>378,ooo 


Federal Internal Taxes — 




Stamp Revenue — 




Common Stamps 


$12,000,000 


Federal Contribution 


7,050,000 


Tax on Mining Property 


1,840,000 


Three per cent, on Gold and Silver... 


2,980,000 


Duty on Manufactured Tobacco ..: 


2,555»ooo 


Duty on Alcohol 


1,250,000 


Duty on Cotton Yarns and Textiles 


1,840,000 


Duty on Trade Marks and Patents... 


35»°oo 


Fines, &c 


90,000 


Total Stamp Revenue 


$29,640,000 


• Other Taxes- 




Coinage, Assay* Refining and Melting 




Dues ... 


$1,860,000 


Total of Federal Internal Taxes .. 


$31,500,000 



Special Taxes in the Federal District 
and Territories — 

Direct Taxes— Predial, Registration 
and Professional, and Taxes on 
Flour and Pulque .., : .. ... $8,359,000 

Succession and Legacy Duties and 

Public Registration of Property... 250,000 

Total of Specfar* Taxes in the Federal 

District and Territories $8,609,000 

Carried forward $73,487,000 
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Brought forward 

Public Services — 

Post Office Receipts 

Telegraph Receipts 

Receipts from Government Estab- 
lishments 

Total Revenue from Public Services 



$73,487,000 



$2,980,000 
1,555,000 

38,000 



4>573*ooo 



National Property and Minor Sources — 

Receipts from National Property ... 

National Lottery 

Minor Sources 

Total Receipts from National Pro- 
perty and Minor Sources 



$140,000 

360,000 

1,405,000 



$1,905,000 



Grand Total of estimated Revenue for 1904-5 .. $79, 965,000 



ESTIMATES OF EXPENDITURE, 1904-5, 
Compared with 1903-4. 



Departments. 


Budget of j Estimates for 
1903-4. 1904-1905. 


Increase. 1 Decrease. 




$ 


$ 


% * 


Legislature 


1,155,801.20 


1,155,801.20 


... 1 


Executive 


267,300.86 


282,341.11 


15,040.25 


judicature ' 


449,803.40 


450,423.90 


620.50 


Foreign Affairs 


783,489.25 


773,034.14 


10,455-" 


Interior 


9,261,774.35 


11,112,816.98 


1,851,042.63 ... 


Justice 

Public Instruction ... 


968,969.70 


i,i83,595.35 


214,625.65 


3» 1 35. 598. 43 


3,520,050.56 


384,452.13 ... 
39o,3»7.35 - 


Commerceand Industry 


1,145,718.30 


1,536,105.65 


Communications and 






! 


Public Works 


9,743,723-83 


10,089,605.21 


345,881.38 ... 


Finance and Public 






1 


Credit— 








(I.) Administrative 






I 


Services 


7,681,740.65 


7,834,138.45 


152,397.80 ... 


(II.) Public Debt . 


24,542,543.99 


25,235,043.99 


692,500.00 


War and Marine 
Totals 


15,713,596.31 


16,389,200.85 


675,604.54 ••• 


74,850,060.27 


79,562,157.39 


4,772,552.2310,45s- 11 
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SUMMARY. 

Estimated Revenue, 1904-5 $79,965,000.00 

Estimated Expenditure, 1904-5 79> 562, 157*00 

Estimated Surplus $402,843.00 



The Minister's explanations of the figures relating to 
the more interesting portions of the Estimates may be 
summarised as follows : — 



Revenue. 

Deducting from the total of 132,510,802 (shown as col- import Dudes. 
lected under this head in 1902-3) the sum of $2,833,740, 
which was obtained under the operation of the Decree of 
November 25th, 1902, and figured in the detailed accounts 
as a surtax, the Import Duties proper yielded in the 
last financial year $29,677,062. Allowing for the sup- 
pression of the 2 per cent. Port Duty and the 7 per cent. 
Stamp Duty, the product of which for the period during 
which they were in force was included in the above amount 
of $2,833,740, the real effect of the Decree referred to 
had been to increase the Import Duties by $1,834,150. 
It was, therefore, safe to estimate that the yield from the 
Import Duties without the surtax would amount in 

1904-5 to $28,500,000 

and the surtax might safely be calculated to 

produce 10 per cent, on this amount, viz. ... 2,850,000 



The total product of the Import Duties in 
1904-5 had therefore been estimated at ... $31,350,000 

The statistics relating to these duties during the last* E *po" nutie*. 

S 
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five years showed that the alterations in their product was 

inconsiderable, and it was therefore estimated that in 

1904-5 they would yield $862,000. 
Various Port These had for many years shown a regular increase, and 

were now estimated to produce $650,000. 
Couviar Dues. These had for thirteen years shown an average 

increase of about $16,000. It was therefore expected in 

the approaching financial year that $364,000 would be 

realised from this source of revenue. 
Stamp Duty. The receipts under this head in 1902-3 had surpassed 

Common SCjuppSo 

the results of all previous years ; the increase over 1901-2 
having amounted to more than a million and a half of 
dollars. A steady improvement had been shown since 
1898-9 (with the exception of 1 900-1, when a small falling- 
off had occurred), and, basing his calculations on the yield 
of 1902-3 and the average rate of increase in the last five 
years, the Minister estimated that this tax would produce 
$12,000,000. 
sump Tax for The results shown in each year of the last quin- 
Contribution. quennium were highly satisfactory, as they rendered 
most eloquent testimony to the vitality of the country. 
The receipts of the past year had been more than double 
that of the year preceding. The average rate of increase 
($470,000) would have warranted the insertion of $8470,000 
in the estimates for 1904-5 but for the reduction by 5 per 
cent, of the additional percentage levied on the receipts of 
all the States and Municipalities of the Republic, which 
came into force on July 1st, 1903. Under these circum- 
stances it had been considered prudent to limit the estimate 
of the amount to be produced by this branch of the Stamp 
Revenue to $7,050,000. 
InSfgPro^rty. The average annual increase added to the results of 
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1902-3, combined with the improved system of collecting 
this tax, justified the belief that the returns for 1904-5 
would reach $1,840,000. 

The Decree issued in November, 1902, directing that 3 # stamp Tax 

on Gold ftn d 

this tax should be payable on the commercial instead of saver. 
the legal value of gold had only come into effect in the 
second half of 1902-3, and although the increased yield 
derived therefrom had been of considerable importance, it 
was felt that it would be wise to confine the estimate of 
the product of this tax in 1904-5 to about the same 
amount as had been collected in 1902-3, or, say in round 
figures, $2,980,000. 

In consequence of the improvement in the product of stamp Tax on 

- . - . , , , , . Manufactured 

this tax, the estimate had been raised to $2,555,000. Tobacco. 

Taking into consideration the increase which the law of stamp Tax on 
May, 1903, had produced in the yield of this tax, it could °° ° 
be relied upon to produce $1,250,000. 

Although a revival had become apparent in the m- stamp Tax on 

Cotton and 

dustries affected by this tax, it could not safely be expected Textiles. 
to contribute more than $1,840,000 to the total amount of 
$29,640,000 which it was estimated would be collected in 
1904-5 from all branches of the Stamp Revenue. 

In consequence of the National Government having Direct contribu- 

^ ° tionsinthe 

taken over the collection of all the taxes formerly styled ^t^JJ-^ 

" municipal," and of these being now incorporated under 

this head, the amount produced by this tax would be very 

greatly increased. Judging from the results of the four 

months in 1903, during which the new arrangement had 

been in force, the Minister estimated the return from this 

source at not less than $8,359,000. 

The receipts from the Postal and Telegraph Services Public services. 
had steadily increased during the last five years, and it 

S 2 
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was confidently expected that they would reach at least 
$4,573,000 in 1904-5. 

Expenditure. 

The magnitude of the Public Works in course of con- 
struction, the extension and development of Public Educa- 
tion, the increased scope of the labours undertaken by 
the scientific institutions connected with the Government, 
the acquisition of material, etc., required by the Military 
and Naval Services, and the obligations incidental to the 
policy adopted by the Government in connection with the 
railway system of Mexico, were to be regarded as 
mainly responsible for the differences which would 
be observed in the Estimates of Expenditure for 1904-5 
as compared with the existing Budget. It was, however, 
contended that the increase could not be said to be 
extravagant when the extent of the results which would 
probably be gained was considered. While in no way 
departing from the principles of economy which it had 
laid down, the Government's object was to develop the 
progress of the country by stimulating, as far as lay in 
its power, the factors which would conduce to that result 
A brief summary of the explanations of the most 
important increases in expenditure is given below : — 
Department of Increase $1,851,000, of which $750,000 was required 

the Interior. 

for the prosecution of the construction of the new 
Poor House and of the monuments in the National 
Pantheon, and for subventions to benevolent institutions; 
$34,000 for sanitary improvements, and the balance for 
ameliorating the condition of the police force and the 
political and municipal administration throughout the 
Republic. 
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Increase $596,087, the greater part of which was Department of 
required for necessary improvements in the educational ™>Hc 

^ Instruction. 

system. 

Increase $390,387, which included an amount of Department of 
$147,922 in respect of the Geographical Exploration Development. 
Commission, $85,825 for the Geodetic Commission, and 
smaller amounts for various other Commissions and 
Institutes of a scientific character. 

Increase $345,881, for repairs to the National Palace, Department of 

Communications 

construction of the National Theatre and other public and Public 

* Works. 

buildings, and the extension of- means of communication 
outside the Federal District. 

Increase $844,897, of which the Administrative Section Department oi 
required $152,397 for fees, salaries, etc., and the expenses Public Debt, 
of remitting cash for payments not connected with the 
Public Debt. 

The balance of $692,500 was required for the service 
of the $12,500,000 Gold Treasury Four-and-a-half per 
Cent Bonds issued in June, 1903, to pay for the Railway 
Stock purchased by the Government and the Port Works 
in course of construction. 

Increase of $675,604, required for equipments, etc, in Department of 

War and Marine. 

the Army and the Navy, and for the establishment of 
centres of military organisation in various parts of the 
Republic. 



Customs Receipts. 

The amounts collected in each month of the financial 
year 1903-4, in respect of the Import and Export Duties, 
Port Dues, etc., are shown below : — 
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Import 


Export 


Port Dues, 


Totals. 




Duties. 


Duties. 


etc 




$ 


$ 


$ 


$ 


July, 1903 


2,707,722 


Ss t 6SS 


143.134 
77,685 


2,939,544 


August ,, 


2,663,203 
2,64^256 


55.68o 


2,796,570 


September „ 
October „ 


64,249 

• 


87.769 

• 


2,801,275 
3,164,808 


November ,, 


* 


• 


• 


3,234,223 


December ,, 


3,172,120 


108,705 


90,180 


3.371,005 
2,868,370 


January, 1904 


2,708,116 


87,424 


72,829 


February „ 


2,824,033 


66,961 


70,328 


2,961,322 


March ,, 


3,101,244 


87,188 


84,594 


3.273.027 


April „ 


3,iS5.<>36 


80,285 


86,458 


3.32i,78o 


May „ 


3,215.821 


100,841 
. 58,285 


73,246 


3.389.9IO 


June „ 


3,026,418 


75.294 


3.159,998 



* Details not obtainable. 

Foreign Trade. 
In the following Tables are shown the values of the 
Imports and Exports in the financial years 1901-2 and 

1902-3 :— 

IMPORTS. 





1901-2. 


19023. 


Animal Substances 

Vegetable „ 

Mineral ,, 

Textiles 

Chemicals and Drugs 

Spirituous Liquors, etc 

Paper and Paper Goods 

Machinery and Fittings 

Vehicles 

Arms and Explosives 

Sundries 

Totals 

Increase in 1902-3 


$ 

4,878,582 
11,108,411 
21,223,548 
8,400,332 
2,668,496 
2,852,587 
1,922,830 
8,398,185 
1,401,127 
1,401,604 
1,964,279 


* 

4,740,354 

13,525,221 

24,014,996 

9,766,080 

2,791,622 

3,'33>2j8 

1,925,280 

io,337,o6o 

1,712,989 

1,796,991 

2,157.918 


66,228,987 

9,672,767 

75.901,754 


75,901,754 


75.901,754 
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1 901 2. 


1902-3. 


Mineral Products 

Vegetable „ 

Animal „ 

Manufactured Articles 

Sundries 

Totals 

Increase in 1902-3 


* 

92.o75.i79 

51,946,478 

".935.954 

3,471,088 

474,623 


* 

118,736,676 

57,849,916 

15,262,830 

5,133,666 

745,877 


159,903,323 
37,825,645 


197,728,968 


197,728,968 


197,728,968 
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NEW ZEALAND MIDLAND RAILWAY. 

Five per Cent. First Mortgage Debentures — 

Amount outstanding ... £93^9*5* 



Debenture-Holders' Committee. 



Right Hon. Lord Avebury, Chait- 

man. 
Hon. Lionel Ashley. 
Hon. A. G. Brand, M.P. 
Lord Eustace Cecil. 
W. Chamberlain, Esq. 
Hon. Sir C. W. Fremantle, K.C.B. 



R. A. Han key, Esq. 
J. Rathbone, Esq. 
Beckwith Smith, Esq. 
L. E. Smith, Esq. 
W. Trotter, Esq. 

Secretary, 
James P. Cooper, Esq. 



Report. 

It was mentioned in the Council's last Report that there 
was reason to believe that the New Zealand Government 
proposed after all to pay the £150,000 to the Debenture- 
holders in cash instead of in 3^ per cent Debentures. This 
proved, however, to be not entirely correct, as it was found 
that the Government intended to raise the cash by the sale 
of Bonds to be created for that purpose. The Committee 
were also informed that a considerable delay might arise 
before the cash was actually handed over by the Govern- 
ment. Fresh negotiations then ensued and various 
proposals and counter-proposals were exchanged by 
telegram, the Government insisting on conditions or 
reservations which were in some way or other inacceptable 
or objectionable. At length it was agreed that the 

• There is a question whether the whole of these Debentures will be entitled to 
participate in the distribution mentioned below. The matter is now before the Court. 



Digitized by VjOOQ IC 



28 1 [New Zealand Mid. Ry. 

£1 50,000 should be paid in Debentures of two years' 
currency, bearing 3$ per cent, interest 

Further difficulties then arose owing to the New Zealand 
Government requiring a receipt stating that the Colony 
had treated the Debenture-holders in a generous and 
equitable manner and that none of the matters referred to 
fn the Debenture-holders' Petition should be raised against 
the Colony in the future. To this, of course, the Com- 
mittee could not agree, and it was not until February, 
1904, that a compromise on this point was arrived at. 
The £150,000 of 3^ per cent. Debentures were at last 
handed over, and were sold by the Receiver of the 
Railway at 98J, realising £147,375, the proceeds being 
paid into Court. 

It was then hoped that a prompt distribution of the 
available balance would be made to the Debenture-holders, 
but it appeared that there were still outstanding claims 
that required to be adjusted and certain lands to be 
disposed of before the accounts could be finally settled. 

In these circumstances the Council urged that applica- 
tion should be made to the Court to sanction an interim 
payment on account This was done, and on the 16th 
June an order was made for the payment of £7. 10s. 
per £100 Debentures. 

It is understood from the Solicitors who now have 
charge of the matter (Mr. Alexander Young having been 
discharged of his Receivership) that a further distribution 
will be made as soon as all accounts are settled. 

As some misapprehension exists on the subject, it may 
be well to point out that the Debenture-holders' Committee 
had no* power whatever to intervene in the distribution of 
the money. The matter has been in the hands of the 



Digitized by VjOOQ IC 



282 

Court, and no steps could be taken except with its 
authority and consent. 

Such is the termination of this unsatisfactory and 
melancholy affair. The settlement arrived at is one that 
reflects no credit on the Colonial Government, and it will 
certainly not be calculated to encourage the investment of 
British capital in New Zealand industrial enterprises. 

The Debenture-holders' Committee have had to grapple 
with a difficult task. Prior to their appointment, the 
Courts had determined that owing to a legal technicality 
in the conditions under which the Debentures had been 
issued, the Debenture-holders did not possess the security 
on the faith of which they subscribed their money, and 
which Mr. Seddon has admitted the Colonial Government 
itself thought at the time had been granted them. That 
the moral claims of the Debenture-holders were of the 
strongest description cannot be disputed, and the Council 
and Committee are convinced that in the long run it would 
have been to the interest of the New Zealand Government 
to have recognised them in a just and liberal manner. 

Unsatisfactory as the settlement arrived at undoubtedly 
is, the Committee may fairly claim that by their efforts 
the sum first offered to the Debenture-holders has been 
increased by about 36 per cent., and, indeed, it may be 
doubted whether in the absence of their action any pay- 
ment at all would have been made. 
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NICARAGUA. 



Nicaragua Railways Six per Cent. 

of 1886 

Redeemed up to July, 1904 

Outstanding 



Mortgage Bonds 



£285,000 
26,000 

£259,000 



Nicaragua Committee. 



Rt. Hon. Lord Avebury, Chair- 
man, 
Rt. Hon. Lord Allerton. 
Claude Bishop, Esq. 
F. E. Cooper, Esq. 
Hon. Sir C. W. Fremantle, K.C.B. 
F. Hill, Esq. 



F. B. Passmore, Esq. 
C. M. Rose, Esq. 
General Sir Luther Vaughan, 
K.C.B. 

Secretary. 
James P. Cooper, Esq. 



Area (about) 50,000 square miles. 

Population (1897) 428,000. 

Present Capital, Managua. Population (about) ... 25,000. 
Old Capital, Leon. Population (about) 45,000. 



External Debt per head 

President 

Minister and Consul-General of 
Great Britain for Nicaragua 
(resident at Guatemala) 

Minister of Nicaragua in Europe 

Agent of the Bondholders in 
Nicaragua 



12s. id. 



Gen. Jose* Santos Zelaya. 



Edward Thornton, Esq. 
Don Crisanto Medina. 

Don Santiago Callejas. 
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History of the Debt (Foreign). 

1827. — The proportion of the Debt of the Central American Federa- 
tion (;£ 1 63,000) taken over by Nicaragua in 1827 was two- 
twelfths, or ^27,200. 
No payment was made on account of this Debt until 1874. 

1874. — An Arrangement was made, against the advice of the 
Council, by which the Bondholders received Post Bills bear- 
ing 5 per cent, interest, and redeemable in two, three, and four 
years, at the rate of ^14 for each Old Central American Bond. 

1886.— Six per Cent Loan for ^285,000, issued at 92 } per cent, by the 
City Bank. Redeemable at par in 19 19. Specially secured 
by a first mortgage on the Nicaragua Railways and on the 
Customs Duties. 

1894. — Interest fell into default on the 1st July. 

1895.— The Government and the Council of Foreign Bondholders 
effected a Settlement of the Debt, of which the following 
were the chief provisions : — 

(1.) Interest on the Principal of ,£285,000 to be paid from 
the 1st January, 1896, at the rate of 4 per cent, per annum. 

(2.) The Coupons in arrear from 1st July, 1894, to 1st 
January, 1896, inclusive, amounting to ^34,200, to be de- 
posited with the Council, and Certificates to be issued 
against them for 50 per cent, of their nominal value. 

(3.) An accumulative Sinking Fund of 1 per cent, on the 
Principal of ^285,000, to be applied one half to the redemp- 
tion of the said Principal, and one half to the redemption 
of the Certificates by purchases or tenders when the price is 
below par, and by drawings when the price is at or above 
par. When all the Certificates are redeemed the whole 
1 per cent to be applied to the amortisation of the principal 
(The redemption of the Certificates was completed in July f 
1904.) 

(4.) A special Tax of at least $1 gold on each quintal of 
Coffee exported to be assigned as security for the service of 
the Debt, and to be continued until all the Bonds and 
Certificates are redeemed. Warrants representing the 
whole of the said export duty to be issued by the Govern- 
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ment and handed to the Agent of the Bondholders in 
Nicaragua ; the duty only being payable in such Warrants. 
After the Agent has collected a sufficient sum to cover the 
whole of the Debt service for the year, the Warrants 
remaining in his hands to be returned to the Government. 

If the sale of Warrants should not, from any cause, provide 
sufficient funds, the Government to make good the deficiency. 

(5.) The Government to have the right to dispose of the 
railways hypothecated to the Bondholders on surrendering 
to the Council of Foreign Bondholders for cancellation 
,£200,000 nominal in Bonds of the existing Debt, in which 
case the Bondholders release all further lien on the said 
railways. 



Report. 

The Service of the External Debt of Nicaragua has 
been regularly effected during the past year. The re- 
demption of the Certificates issued in respect of the 
arrears of interest under the Arrangement of 1895 was 
completed in July of the present year, and the whole of 
the Sinking Fund of 1 per cent, will now be applied to 
the amortisation of the principal of the Debt. 

Amortisation of the Debt. 

The amount of Bonds purchased for redemption by the 
London City and Midland Bank up to the time of the 
publication of the Council's last Report was £21,400, at a 
cost of £12,273. At the two Amortisations which have 
since taken place (January and July, 1904), Bonds to the 
value of £4,600 were purchased, costing £2,786. 1 5s. The 
total amount redeemed to date is, therefore, £26,000, and 
the total cost thereof £15,059. 15s. 
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Arrear Coupons Certificates. 

As regards the sixteenth Amortisation of Certificates, 
corresponding to the half-year ending 31st of December, 
1903, only one Certificate was tendered at £5. 18s. The 
balance of the Sinking Fund, viz., £939. 2s. 4d. was 
therefore applied by the drawing, for payment at par, 
of 156 Certificates at £6 and 1 at £1. 10s. 

At the seventeenth and final Amortisation corresponding 
to the half-year ending 30th June, 1904, the outstanding 
balance of the Certificates, viz., £121. 10s., was paid 
off at par. 

The following statement shows the results of the 
Amortisations of these Certificates. 









Amount 






Average 






Date. 


of 
Certificates 


Total Cost. 


cost per 
Certified 








redeemed. 






of £*. 








£ s. 


£ s. 


d. 


£ s. d. 


First and 


Second 












Amortisations ... 


January, 1897 


2,742 


1,445 18 


8 


3 3 3 


Third Amortisation 


July, 1897 


1,222 10 


737 10 





3 I* 5 


Fourth 


do. ... 


January, 1898 


1,23° 
1,182 


748 IS 





3 13 


Fifth 


do. ... 


July, 1898 


764 5 





3 17 7 


Sixth 


do. ... 


January, 1899 


1,194 


795 15 





3 19 " 


Seventh 


do. ... 


August, 1899 


1,146 


815 10 





4 5 5 


Eighth 


do. ... 


January, 1900 


966 


811 17 


6 


5 10 


Ninth 


do. ... 


July, 1900 


912 


829 10 





592 


Tenth 


do. ... 


January, 1901 


912 


858 13 
867 8 





5 12 11 


Eleventh 


do. ... 


July, 1901 


894 





5 16 5 


Twelfth 


do. ... 


January, 1902 


900 


886 13 





5 18 2 


Thirteenth 


do. ... 


July, 1902 


901 10 


896 12 





5 19 4 


Fourteenth 


do. ... 


January, 1903 


909 


903 6 


6 


5 '9 3 


Fifteenth 


do. ... 


July, 1903 


924 


923 6 





5 19 « 


Sixteenth 


do. ... 


January, 1904 


943 10 


943 « 





5 19 »i 


Seventeenth do. ... 


Tuly, 1904 


121 10 


121 10 


0600 




Total ... 1 

1 


i7iioo 


13.349 17 


8 i 4 13 * 
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Sale of Coffee Warrants. 

According to statements furnished to the Council, the 
sales of Coffee Warrants have been as follows : — 



1897 
1898 

1899 
1900 
1901 
1902 
1903 



$244,370.00 
170,930-00 
197,440.00 
416,250.11* 
232,280.00* 
380,30a 00* 
356,560.00* 



The President's Message. 



The Message delivered by President Zelaya on the 
1st August, 1903, only dealt with the events which had 
occurred since the 15th December, 1902, when he addressed 
a Special Message to Congress which was summarised 
in the Council's last Report. 

The President remarked that although the period which 
had elapsed was short, there had been many difficulties to 
overcome. A revolutionary movement had broken out in 
March, 1903, but happily peace had been restored in a 
comparatively brief space of time, and in July the 
Government had granted an unconditional amnesty to 
its adversaries. 

The economic situation had, nevertheless, suffered severely 
from the political troubles. The Revenue from January to 
May, 1903, had amounted to $2,806,353.55, whilst in the 
same period the expenditure had reached a total of 
$4,881,044.92, there thus being a deficit of $2,074,691.37. 



of the Finance Minister for the years 1899 to 1902 the duties on the 
Exportation of Coffee are given at $201,360.00, $369,480.38, $240,708.59, and $453,294.30 



• In the Rej 
Donation 
respectively. 
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In February, 1903, the Central Railway had been 
formally taken over. This important line, exclusive of 
rolling stock, represented a value of $3,000,000, which had 
been added to the assets of the Treasury. 



The Finance Minister's Report for 1902 

The Report of the Minister of Finance regarding the 
situation in 1902 was presented to Congress on the 15th 
September, 1903. 

The Minister stated that the Budget for 1902 not having 
been voted until the month of February of that year, the 
Estimates for 1901 were maintained during the first six 
months, and the new Budget only put into force on the 
1st July, 1902. 

The credit of the Republic abroad had continued to 
rise steadily, and it should not be forgotten that 
the greater part of the Public Debt represented works 
of public utility, such as railways, and not mere 
unreproductive expenditure. A considerable amount 
of Treasury Notes had been issued during the 
year in order to meet extraordinary military expenses. 
But in virtue of the Decree of 9th December, 1902, 
the issue of these had ceased, and their withdrawal 
from circulation in accordance with the terms of that 
Decree had already begun. This measure, together with 
the prohibition, in February, 1903, by the Government of 
the exportation of silver, had produced a beneficial effect 
upon the rate of exchange. 

With regard to the revolutionary troubles which occurred 
at the commencement of 1903, the Minister stated that 
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the Government had been obliged to have recourse to 
the issue of two forced loans, representing together an 
amount of $1,500,000. 

Both the President's Message and the Finance Minister's 
Report lose much of their interest in consequence of their 
having been delivered so long ago. They necessarily 
refer to matters which are more or less ancient history, 
and the same remark applies to the statistics embodied 
in them. The principal figures are, however, reproduced 
here in order to make the information contained in the 
Council's Reports continuous. 



Revenue and Expenditure, 1902. 

The following is a statement of the Revenue and 
Expenditure in 1902 : — 



REVENUE, 1902. 




Customs Duties 


$2,673,601.83* 
1,448,631.47 


Liquor Duties 

Tobacco Duties 






.. 


.. . 


8l,009.48 


Slaughter Tax 




.. 


222,367.00 


Stamped Paper .. 
Gunpowder Monopoly ... 


.. 


... 


95,363.60 


.. 




37,785.00 


Waste Lands 


,, 


.. . 


74,609.4I 


National Railway 






761,841.41 


National Steamers ... 


201,465.47 


Postal, Telegraph and Telephone Services 
Fines and Confiscations 


139,621.15 
183,746.26 


Various Revenues 


99,936.56 


Monopolies 


32,742.10 


Military Taxes 


130,834.05 


Regulation of 1901 regarding Labourers 
Unforeseen Receipts, etc 


68,045.00 
9,645.0I 


Total 


16,261,245.80 


• Including the product of the Export Duty on Coffee, a 


mounting to $453,3*4.30. 




T ' 
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EXPENDITURE, 1902. 
Department of — 

Government 

Police 

Beneficence 

Finance and Public Credit : 

Finance : Administrative Expenditure $511,288.60 
Public Credit : 

Budgetary Expenditure $1,546,728.23 

Extra Budgetary „ 947>336- 6 3 



Internal Development 
War and Marine 
Foreign Affairs 
Public Instruction ... 
Justice 

Supplementary Credits 



2,494,064.59 



$451,172.96 

502,721.99 

16,785.73 



Total 



3.oo5,353-i9 
1,220,468.04 

.. 1.365,399.78 

59*621.64 

358,007.09 

241,536.37 

501,965.05 

.. $7,723,03'.84 



Revenue 
Expenditure 



Summary. 



Deficit 



$6,261,245.80 
7.723.03184 

$1,461,786.04 



With regard to the deficit, the Minister pointed out that 
if the amount expended on Public Credit was deducted it 
would be found that the Revenue had exceeded the 
Administrative Expenditure by $1,032,278.55. Indeed, 
but for the exceptional expenditure which the War Depart- 
ment had been forced to incur, there would not only 
have been an equilibrium between the General Receipts 
and Expenditure, but a considerable credit balance. Even 
as it was, the deficit had decreased by $1,031,369.03, as 
compared with that at the close of 1901, whilst the total 
Expenditure was $344,398.34 lower than in the preced- 
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ing year, and the excess of Expenditure over the Budget 
Estimates (which included Public Credit) was $1,884,274.97 
in 1902 as against $2,308,506.69 in 1901. 

The Customs Receipts in 1902 showed an increase of 
$59,203.08, and, with the exception of those in the years 
1896-97 and 1900, were the highest on record. The 
Minister stated that, in reality, they exceeded those of all 
preceding years, as the official rate of exchange at which 
the duties payable in gold were converted into currency for 
the purposes of accountancy was far below the commercial 
rate, so that had the conversions been made at the rate 
obtaining in the open market, a considerably higher 
return in currency would have been shown. 

With the exception of the Receipts from Tobacco, which 
fell off considerably, the yield of almost all the other 
revenues was higher than in 1901. The Liquor Revenue 
advanced by $316,854, whilst the Receipts from the 
National Railway and Steamers increased respectively by 
$184,892 (31.9 per cent.) and $7i,93 8 (55 per cent). 



Assets and Liabilities, 1902. 

A comparison of the Assets and Liabilities at the end 
of 1902 with those on 31st December, 1901, gave the 
following result :— 

ASSETS. 

Total Assets 31st December, 1901 $13,664,889.14 

Increase in 1902 $5,822,260.56 

Decrease „ 10,521.48 

Nett Increase .. 5»8n,739-o8 

Total Assets 31st December, 1902.^ $19,476,628.22 

T 2 
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LIABILITIES. 

Total Liabilities 31st December, 190 1 $15,146,842.52 

Increase in 1902 — 

Internal Debt- 
Treasury Notes ...$2,9^0,413.05 
Sundry Debts ... 86,910.40 



3.037.323.4S 
External Debt 4,126,293.27 

$7,163,616.72 
Decrease in 1902 — 

Internal Debt ... 725,621.75 

Nett Increase 6,437,994-97 

Total Liabilities 31st December, 1902 $21,584,837.49 



SUMMARY. 

1901. 1902. 

Assets 31st December ...$13,664,889.14 ... $19,476,628.22 

Liabilities „ ... 15,146,842.52 ... 21,584,837.49 

Excess of Liabilities ... $1,481,953.38 ... $2,108,209.27 



The increase in the Assets resulted mainly from a 
growth in the value of the Railways, etc., belonging to the 
Government. Under the head of liabilities, the consider- 
able increase in the amount of the External Debt 
was due, not to the issue of any new loan, but to the 
fact that the existing 1886 Loan was, for the purposes 
of the account, converted into currency at the exchange 
of 600 per cent, instead of, as in the previous year, at 
287 per cent 

Internal Debt, 1902. 

In dealing with the Internal Debt, the Finance Minister's 
Report stated that the increase during 1902 amounted to 



Digitized by VjOOQ IC 



293 [Nicaragua. 

$3»843, 1 65.70,* and the decrease to $1,531,464.00* the nett 
increase over the internal indebtedness at the close of 1901 
being, therefore, $2,311,701.70. 

The Internal Debt outstanding on 31st December, 1902, 
consisted of the following : — 

Treasury Notes $$1306,235.85 

"Vales" and Bonds 1,476,317.49 

Various Loans 890,633.97 

General Liabilities 2,901,980.18 

Total ... $13,575* 167.49 



The operation of raising the loan of $1,000,000 for the 
amortisation of the National (Treasury) Notes, which was 
authorised by the Decree of 9th December, 1902 (reproduced 
on pages 265-66 of the Council's last Report), was not carried 
out until after the 1st January, 1903, with the result that 
it did not appear amongst the liabilities at the close of 
1902. The issue, however, when effected, was, according 
to the Minister's Report, very successful, and the reduction 
of the amount of paper money in circulation which had 
ensued had brought about a fall in the rate of exchange. 

Special Report for 1903 by the Finance 
Minister. 

On the 20th April, 1904, the Minister of Finance, on 
the occasion of his retirement from office, addressed a 
special report to the President of the Republic. This 
document consists almost entirely of a review of his six 
years' administration of the national finances. It, however, 
also contains the details of Revenue and Expenditure in 

• There is an unexplained difference of $805,842.25 between each of these amounts and 
those given in the statement of liabilities as representing the increase and decrease of the 
Internal Debt. As, however, the difference occurs on both sides of the account it does not 
affect the nett increase or the total amount of the Debt outstanding. 
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1903, and certain information as to assets and liabilities, 
and the situation of the Internal Debt in the same year, 
which are reproduced here in an abridged form. 



Revenue and Expenditure, 1903. 

REVENUE, 1903. 

Customs Duties $4,924,668.90 

Liquor Duties 1,320,98090 

Tobacco Duties 262,904.18 

Slaughter Tax 205,775.60 

Stamped Paper 98,392.27 

Gunpowder Monopoly ... 41,229.85 

Waste Lands 112,833.27 

National Railway 997,788.80 

National Steamers 107,641.36 

Postal, Telegraph and Telephone Services ... 138,415.74 

Fines and Confiscations 136,030.47 

Various Revenues '86»977-33 

Monopolies 57,379*23 

Military Taxes 59,416.60 

Regulation of 1901 regarding Labourers ... 18,217.00 

Unforeseen Receipts, etc 79, 377* 55 

Total $8,748,029.05 



EXPENDITURE, 1903. 



Department of— 

Government 

Police 

Beneficence 

Finance and Public Credit 

Internal Development 

War and Marine 

Foreign Affairs 

Public Instruction 

Justice 

Special Credit for Central Railway 

Civil War of 1903 

War " Exactions" 

Legislative Credit of January, 1903 

Total 



$618,890,13 

598,876.14 

23,717.68 

2,605,046.23 

1,865,132.21 

1,605,446.50 

128,040.85 

336,746.06 

282,609.82 

1,541,039.90 

1,679,119.62 

176,262.25 

461,412.68 

$11,922,340.97 
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SUMMARY. 

Revenue (8,748,029.05 

Expenditure 11,922,340.97 

Deficit $3>i74>3"-93 

With regard to the items, "Civil War of 1903" and 
" War ' Exactions/ " under the head of Expenditure, the 
Minister estimated that, in addition to the sum actually 
disbursed, the war was responsible for a loss of Revenue 
amounting in round figures to $1,000,000. 

Assets and Liabilities, 1903. 

The Minister stated that, at the close of 1903, the nett 
assets and liabilities of the Republic amounted respectively 
to $19,944,858.24 and $26,092,198.67, the excess of 
liabilities being thus $6,147,340.43. No explanation is 
furnished of the considerable increase in the liabilities as 
compared with the corresponding figures for 1902, which 
are given above. 

Internal Debt, 1903. 

The gross amount of the Internal Debt outstanding 
on the 31st December, 1903, was $17,320,707.32. The 
Minister, however, asserted that, for various reasons, 
$4,182,510.63 might be deducted from this sum, reducing 
the true amount outstanding to $13,138,196.99, or 
$436,970.50 less than at the end of 1902. 

Budget for 1904. 

The Estimates of Revenue and Expenditure for the 
year 1904 were promulgated on the 10th October, 1903, 
The details are as follows :— 
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ESTIMATES OF REVENUE FOR 1904. 



Customs Revenue ... 
Liquor Revenue 
Tobacco Revenue ... 
Slaughter Tax 
Stamped Paper 
Monopolies (Powder, etc.) 
Sale of Waste Lands, etc. . 
National Railway ... 
Other National Services 

Fines, etc 

Sundry Receipts 

Total 



1,356,000 

200,000 

259,000 

90,000 

57,000 

32,000 

850,000 

167,000 

56,000 

127,000 

$6,567,000 



ESTIMATES OF EXPENDITURE FOR 1904- 



Departnunt of— 

Government 

Police 

Beneficence 

War and Marine 

Finance and Public Credit 
Internal Development 

Justice 

Foreign Affairs 

Public Instruction 

Total 



. 3i8.037.70 

640,126.50 

35,720.00 

.. 904,740.50 

,. 2,036,018.10 

.. 1,688,862.00 

.. 285,807.50 

86,080.00 

604,620.00 

$6,600,012.30 



Revenue 
Expenditure 



SUMMARY. 



Estimated deficit , 



$6,567,000.00 
6,600,012.30 

•33.012.30 



Loan of $1,000,000 Gold, 1904. 

Early in the present year (1904) the Government signed 
a contract with Mr. Weinberger, of New Orleans, for a 
loan of $1,000,000 gold on the following terms: The 
Government to issue Bonds for $1,000,000 gold to be 
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taken by Mr. Weinberger at 75 per cent, and to bear 
6 per cent interest, payable half-yearly. The Bonds to be 
secured on 25 per cent, of the Customs receipts on the 
Atlantic coast, and to be redeemed in five instalments of 
$200,000 gold each, payable every five years. 

Customs Legislation, 1904. 

In May, 1904, a Decree was promulgated providing 
that as from the 14th June the import duties were to be 
paid in gold at the rate of $1 gold to $5 currency. 



Exchange. 

The average monthly rate of exchange during 1902 and 
1903 is shown below: the figures must only be regarded 
as approximate : — 





1902. 


1903. 




Per Cent. 


Per Cent. 


January 


400 


590 


February 




... 


400 


660 


March 


... 


... 


400 


720 


April 
May 


.. 


... 


400 


680 


.. 


... 


420 


700 


Tunc 
July... 


... •• 


... 


420 


680 


... 


... 


600 


690 


August 


... 


... 


600 


700 


September 


... 


... 


600 


700 


October 


.. .. 


... 


600 


700 


November 


.. ., 


... 


800 


730 


December 





... 


700 


770 



The following Table gives the highest and lowest prices 
of the Bonds of the External Debt each year since the 
issue of the Loan : — 
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Year. 


1 

Highest. 


Lowest. 


1887 


1 93 


83 


1888 




.. 


98 


85 


1889 




.. 


991 


9>i 


1890 




.. 


106 


92 


1 891 




.. 


96 


78 


1892 




.. 


95i 


7* 


1893 




.. 


89* 


661 


1894 


.. 


.. 


7<* 


59? 


1895 






61 


*9 


1896 


.. 




61 


46 


1897 




.. 


5*4 


504 


1898 




.. 


534 


4* 


1899 







70 


50 


1900 







58 


48 


1 901 






64 


54 


1902 







67 


58 


1903 






64J 


59} 


1904 (to 30th June) 


61* 


57 



Trade Statistics. 

In his Special Report for 1903 tp the President, the 
Minister of Finance gives the following figures with 
regard to the value of Imports and Exports in 1903 :— 



Imports 
Exports 



$ Gold. 
2,419,503.87 = at 680 % exchange, 



Excess of Exports 



$ Currency. 
16,452,626.31 
21,877,097.69 

5,424,471.38 



The Exports included Coffee to the value of $7,140,963. 
As compared with 1902 the value of Imports had increased 
by $249,993 gold, and that of the Exports by $11,246,244 
currency. 
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PARAGUAY. 



External Debt of 1 886-96 

Redeemed to 31st July, 1904 

Total Outstanding ... 

Amount of Guarantee due from Government to 
Paraguay Central Railway, 30th April, 1904, 



£994,600 o o 
97,550 o o 

£897,050 o o 



(subject to adjustment) 



...£1,295,410 16 3 



Paraguay Committee. 



Hon. Sir C. W. Fremantle, 

K.C.B., Chairman, 
Right Hon. Lord Avebury. 
Sir E. Robert P. Edgcumbe. 
W. Freke Evans, Esq. 
E. M. Greenway, Esq. 
George Herring, Esq. 
L. R. Lack, Esq. 



A. Pinto Leite, Esq. 

W. Rendall Moore, Esq. 

M. Van Raalte, Esq. 

Rt. Hon. Sir E. Thornton,G.C.B. 

S. Leith Tomkins, Esq. 

Secretary. 
James P. Cooper, Esq. 



Area (exclusive of the Gran Chaco) ... 93,000 square miles. 

Population (Census of 1900)... 635,600. 

Capital, Asuncion. Population estimated at ... 51,719. 

External Debt, per head (exclusive of Railway 

Guarantee) £1. 8s. 3d. 

President Don J. A. Escurra. 

Envoy and Minister of Great 

Britain in Paraguay W. H. D. Haggard, Esq., C.B. 

(Resident at Buenos Ayres.) 
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Minister of Paraguay to Great 

Britain Don Eusebio Machain. 

Fiscal Agent of the Republic in 

London Don Jose* I. Machain. 

Agent of the Bondholders at 

Asuncion Banco Mercantil del Paraguay. 



History of the Public Debt (Foreign). 

i 87 i. — Eight per Cent. Loan. ;£ 1,000,000, issued by Messrs. Robinson, 
Fleming & Co., at 80 per cent. Sinking Fund, 2 per cent 

1872. — Eight per Cent. Loan. ,£2,000,000, issued by Messrs. Robinson, 
Fleming & Co., at 85 per cent Accumulative Sinking Fund, 

2 per cent. 

1874.— Both Loans went into default. 

1875. — These Loans were a subject of inquiry by the Parlia- 
mentary Committee of 1875. Of the second Loan, about 
£1,400,000 was repurchased by the Government Agents. AH 
interest paid came out of the proceeds of the Loans ; none 
was provided by the country. 

1885. — Terms were arranged between the Government and the Bond- 
holders' Committee acting with the Council as follows :— 

(1.) Reduction of the outstanding principal of the Debt 
by 50 per cent. 

(2.) Interest on the reduced Debt at 2 per cent for 5 years, 

3 per cent for the next five years, and 4 per cent, thereafter 
together with a Sinking Fund of £ per cent, from the eleventh 
year (June, 1896). 

(3.) An assignment ol^oo square leagues (equal to 2,177,344 
acres) of good and suitable public lands in full payment of 
the arrears of interest from the default to the 1st July, 1886, 
amounting to ,£1,306,217. 

The amount of New Bonds to be issued in exchange for 
£1,505,400 of the Loans of 187 1 and 1872 outstanding was 
^850,000. This amount covered the expenses of conversion! 
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etc., and the balance was subsequently handed over to the Para- 
guay Central Railway Company against arrears of guarantee. 
Land Warrants. — These were issued in the proportion 
of 830,000 square varas (about 145 acres) of land to each 
holder of ^100 nominal value of unpaid Coupons. 

1888. — The Paraguay Land Company was formed to deal with the 
Land Warrants with a Capital of ,£250,000 in Shares of £$. 
The Company issued two fully-paid Shares for each ^100 - 
Warrant. The Warrant-holders provided working Capital 
in the form of 5 per cent. Debentures to the amount of 
£61,710. The name of the Company was altered in 1889 
to that of Anglo-Paraguayan Land Company. It has since 
been reconstructed, and the Capital reduced. 

1892. — The Coupons due 1st July went into default. 

1893. — The Government proposed to issue 4 per cent. Moratorium 
Bonds in payment of interest in arrear, these Bonds to 
be secured by a special tax on "Yerba MateV' an< * the 
Committee intimated that they would be prepared to recom- 
mend this proposal to the Bondholders. The Arrangement 
was unanimously passed by the Chamber of Deputies in 
July, 1893, but was thrown out by the Senate in the following 
September. 

1895-6. — An ad referendum Arrangement was concluded in August, 
1895, between the Executive Government and Mr. H. L. 
White, the Bondholders' Agent at Asuncion. The terms 
proposed were accepted by the Bondholders, but at the same 
time the Government were asked to increase the rate of 
interest and give better security. This they declined to do, 
and in April, 1896, Congress ratified the Arrangement of 
August, 1895. Tte chief provisions of this Arrangement 
are: — 
(1.) Interest on the 1886 Bonds to be reduced as follows : — 
For the first three years from 1st January, 1896, to 1 per 

cent, per annum. 
For the next three years to 1 \ per cent, per annum. 

n t» » »» 2 „ „ „ 

n » t^° 19 2 J >! » » 

Thenceforwards till the extinction of the Debt, to 3 per 
cent per annum. 
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(2.) The arrear Coupons from ist July, 1892, to 1st January, 
1896, inclusive, to be funded at par into New Bonds bearing 
the above rates of interest. 

(3.) A Sinking Fund of J percent, per annum to commence 
from ist January, 1900. 

(4.) As security the State to assign the Export Duties on 
Yerba Mate\ whilst reserving the right to increase, diminish, 
or suppress them ; in which case some other Tax to be 
assigned for the service of the Debt. One twelfth part of the 
sum required for the annual service to be placed in the 
hands of the Bondholders' agent at Asuncion on the first day 
of each month. In the event of the yield from the Yerba 
Duties being insufficient to provide the necessary amount, 
the deficiency to be made good by the Government. Any 
surplus to go to amortisation. 

(5.) In the event of the monthly payments not being made 
for a period of twelve months, the Bondholders to recover 
all their rights under the 1885 Arrangement. 



Report. 

The Government of Paraguay has continued to dis- 
charge its obligations towards the Bondholders with entire 
regularity during the past year. 

Application of the Sinking Funds. 

The Ordinary Sinking Fund of £ per cent, came into 
operation from the ist of January, 1900. This has been 
applied to purchases of the Bonds on the market, as and 
when the funds have been available. In comparing the 
amount of Bonds amortised during each year, it must be 
borne in mind that the purchases are effected at irregular 
intervals, as and when the Bills, which are mostly at 90 
days sight, mature, and after the necessary cash is in hand 
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for the payment of the Coupon next maturing. This, 
together with the increased market value of the Bonds, 
and the effect of the rise in the rate of interest on the 
accumulative Sinking Fund, accounts for the variation in 
the amounts redeemed in each year. 

The Extraordinary Sinking Fund (arising from surpluses 
in the product of the duties on Yerba Mat£) was applied 
only in 1901 and 1902. 

The result up to date, as regards both the Ordinary 
and Extraordinary Sinking Funds, has been as follows : — 



Year. 


Amount of Bonds 
Redeemed. 


Average Cost 
per cent. 


Ordinary Sinking 
Fund. 

1900 

1901 

1902 

1903 

1904 (to 31st July) 

Extraordinary Sinking 
Fund. 

1901 

1902 


£ 
13T100 
18,700 
14,350 
25,200 
10,100 

10,100 
6,000 


£ 
189375 
21 7202 
26-9666 
30*9418 
34*0303 

237617 
249774 


Total 


£97,550 


26-0913 



The President's Message. 

President Escurra delivered his Annual Message to 
Congress on the 1st April last. This document, of which 
the most interesting features are reproduced below in a 
summarised form, is the only available source of informa- 
tion with regard to the state of affairs in Paraguay 
during 1903. 
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General Remarks. — The condition of Paraguay was one of 
growing prosperity. The monetary situation, which for years had 
been the object of special solicitude on the part of the Government, 
had improved considerably. The productive forces of the country 
had developed in an extraordinary manner, and commerce and 
industry had advanced in a way which gave rise to the most 
sanguine hopes for the future. These signs of progress had produced 
a favourable reaction abroad, the desire to enter into commercial 
relations with Paraguay being awakened. By means of a well- 
directed system of propaganda the attention of foreigners was being 
more and more drawn to the country. The number of immigrants in 
1903 had been twice as great as in 1902. and a further increase was 
to be expected. Moreover, although owing to the smallness of the 
sum set aside in the Budget for the purpose, official encouragement 
of immigration produced but little effect, the proposed Law relating 
to colonisation would, if passed, place the Government in a position 
to take vigorous action in this direction. 

Finance. — The financial and economic situation of the Republic 
had unquestionably entered upon a new period of progress. The 
Receipts for 1903 had amounted to $15,392,701.47, and showed 
an increase of 39.7 per cent, as compared with 1902. The condition 
of the public finances had, from every point of view, improved in a 
very marked degree, and the Executive Power was convinced that 
when the time came for giving an account of the state of affairs in 
1904, it would be possible to submit further satisfactory proofs of the 
progress achieved by the nation. Financial matters were receiving 
special attention on the part of the Government, and various impor- 
tant measures, including one relating to taxes, and another concerning 
the Customs Revenue, would shortly be submitted to Congress. 

Revenue.— The details of the Revenue for 1903 were as follows:— 

Customs Receipts $12,960,674.59 

Internal Taxes 1,924,593.78 

Postal and Telegraph Services 206,014.06 

Sundries 301,422.04 

Total ... $IS»392,704.47 

Expenditure.— Owing to the fact that, in accordance with the 
Law, the Accounts for 1903 were only closed on the 31st March, ioo4» 
it was impossible as yet to state the amount of the total expenditure 
incurred in 1903. 
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External Debt.— During 1903 a sum of $126,195 gold had 
been expended on the service of the External Debt, the amount out- 
standing on the 31st December being $4,592,717.84 gold. The 
Government had continued to carry out the service of this Debt with 
the utmost punctuality, thus bringing about a revival of the 
foreign credit of Paraguay. 

Internal Debt.— The outstanding Treasury Certificates, amount- 
ing to $220,000, and the Bonds of the Internal Debt had been 
redeemed, whilst at the same time practically the whole of the 
Treasury arrears had been paid off. The Internal Debt was, there- 
fore, now represented by the notes in circulation, which, on the 21st 
March, 1904, reached a total of $20,411,794.66. 

Imports and Exports.— The value of the Imports and Exports 
had amounted to $3,551,824.92 gold and $4,020,785.15 gold respec- 
tively in 1903, as compared with $2,394,877.65 and $3,017,475.03 in 
1902. The increase in 1903 had, therefore, amounted to $1,156,947.27 
gold in the case of Imports, and $1,003,310.12 gold in that of 
Exports. 

Banco Agricola. — By a Law passed on the 14th July, 1903, this 
institution bad been placed in a position to adequately fulfil its 
mission. Its capital had been increased from $2,871,827 in 1902 to 
$7,646,226, and was to be further raised to $14,209,777. This 
increase, together with the reduction in the rates of interest and 
amortisation charged by the Bank to 6 per cent, and 8 per cent, per 
amum respectively, had greatly enhanced its usefulness. The out- 
standing loans granted by the Bank stood at $6,348,763 on the 
31st December, 1903, and during that year its receipts in respect of 
interest and amortisation amounted to $1,576,568. 

Conversion Office (Caja deconversion).— The Conversion Office 
had been established at a time when both gold and paper were be- 
coming scarce, and by its action had gradually lowered the gold 
premium from 1,170 to 870, and had recently, in pursuance of its 
interests, raised it again to 900. The Office lent both gold and 
paper, the latter at the moderate charge of from 9 to 10 per cent. By 
these means it had done away with the extortionate rates of interest 
formerly demanded, and had prevented a recurrence of the violent 
fluctuations in the gold premium which at times ranged from 100 to 
200 per cent, in a week. The capital of this institution amounted 
to $3,000,000, to which, in accordance of the Law of 14th July 1903, 

U 
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was to be added $150,000 gold per annum. During 1903 it had 
received, under this head, $68,750 gold. The business transacted 
by the Office was very considerable. Up to the end of February, 
1904, it had sold gold to the amount of $1,454,227. 

Paraguay Central Railway.— The settlement of the claims 
of the Railway Company remained in statu quo. The Government 
was not neglecting the question of arriving at an arrangement, 
but the nature of the many interests involved rendered careful 
.consideration essential. 



Budget for 1904. 

The Estimates of Revenue and Expenditure for 1904 
were published in the Official Gazette of the 2nd December 
last. The details are as follows : — 



REVENUE. 








IGold. 


$ Currency. 


Import Duties with Surtaxes 


867, 


00a 00 




Export „ „ „ 


390, 


00a 00 




Storage and Wharf Dues 


73* 


00a 00 




Statistics and Commissions 


12 


135.00 




Transit Dues on Foreign " Yerba " 


33. 


000.00 




Sanitary Dues .. 


d 


000.00 




Consular Fees ... 


00a 00 




Discounts on Salaries for Pensions 




70.70 


36,003.35 


Internal Consumption Tax 






650,000,00 
555,600.00 


Stamps and Stamped Paper 






Succession Duties 






50,000.00 
387,80000 


Postal and Telegraph Receipts ... 






Tax on Manufacture of Beer 






10,000.00 


„ Dances and Public Enter- 








tainments 






40,000.00 


Slaughter Tax 






55,000.00 


Land Tax and Fines 






495,000 00 j 


Profit on National Lottery- 






1 6,00a 00 


Rent of State Lands and Property 








and Sale of same 






38,500.00 


Add itional Taxes 






75,000.00 


Sundry Minor Sources 






44,500.00 


Total $1 


,394,205.70 


$2,483,403-35 
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EXPENDITURE. 




$ Gold. 


( Currency. 


Congress ... 492.00 


633,480.00 
118,200.00 


Presidency of the Republic 


Department of the Interior ... 6,135.96 


2,576,085.00 


„ „ Foreign Affairs ... 95,040.00 


281,844.00 


„ Finance 286,794.84 


1,064,052.00 


,, „ Justice, Public 




Worship and 




Instruction ... 23,304.00 
„ „ War and Marine 1,800.00 


2,546,820.00 


2,596,644.00 


Judicial Power 


986,844.00 


Total $413,566.80 $ 


10,803,969.00 



SUMMARY. 

$ Gold. $ Currency. 

Revenue '1,394,205.70 2,483,403.35 

Expenditure 413,566.80 10,803,969.00 

Estimated Gold Surplus ... $980,638.90 



Estimated Currency Deficit 8,320,565.65 

Gold Surplus, as above, converted into Currency 

at 850% 8,335»430.65 



Total Estimated Surplus in Budget in Currency $14,865.00 



With regard to the Budget Estimates published by the 
Government of Paraguay, the Council understand that 
they are merely what is known as "Administrative" 
Budgets, and they must not therefore be taken as estimates 
of the actual Revenue and Expenditure of the country. 

Exchange. 

The following Table gives the average gold premium 
for each month throughout the year 1903 : — 

U 2 
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Month. Rate per cent 

January 1,013 

February 1,029 

March 1,007 

\pril 1,007 

May 1,045 

[une 1,072 

[uly 964 

August 903 

September 890 

>ctober 880 

November 875 

December 875 

) premium at the middle of June of the present year 
bout 900. 
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PORTUGAL. 
External Debt. 



Original Amount 

Amount. Outstanding. 



New External Three per Cent. Converted 

Debt- 
Series I. (Conversion of Three per Cent. 

Perpetual Debt of 1856-1892) £20,863,585 

Redeemed 34>9°o 

£20,828,680 

Series II. (Conversion of Four per Cent. 

Redeemable Debt of 1890) 1,200,408 

Redeemed 2,985 

Series III. (Conversion of Four and a- Half 
per Cent. Redeemable Debt of 1888- 1889)— 

Interest Bearing Bonds 9,502,588 

Redeemed 26,368 

Non- Interest Bearing Bonds ... 3,167,529 
Redeemed 8,789 



1,197,423 

9,476,220 

3,i58,74o 

34,661,063 
Four and a-Half per Cent. Tobacco Loan (1st and 2nd 

Issues) 8,549,836 

43,210,899 

Internal Debt. 
Three per Cent. Consolidated Stock (quoted in London) 1 1 1,1 1 1,523 

£ 154,322,422 

There are also outstanding : — 

Internal Debt— 

Four per Cent. Debt (Premium Loan and Loan of 1890) £1,311,165 
Four and a-Half per Cent. Loan of 1888-9 4,717,840 

£6,029,005 
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Of the amounts shown above, the following are stated 
to be in the hands of the Government :— 

New External Three per Cent. Converted Debt — 
First Series 

Three per Cent. Consolidated Internal Stock 

Four per Cent Debt (Premium Loan) 



^290,000 

46,440.622 

7,69S 

£46,73^7 



The foregoing Table has been compiled from figures furnished to the Council by the 
Director-General of the Treasury, which are stated to show the Debt outstanding, oa Tone 
30th, 1904. It will, however, be noticed that the figures dealing with the three series of tbe 
New External Three per Cent. Converted Debt are almost identical with those obtained 
from the same source, and given in the Council's last Report as outstanding on June 30th, 
1903. No explanation of this has, however, been obtained. 



Portuguese Committee. 



Right Hon. Sir Edward Thornton, 

G.C.B., Chairman. 
Right Hon. Lord Avebury. 
C. E. Barnett, Esq. 
W. H. Bishop, Esq. 
Right Hon. J. Bryce, M.P. 
Herbert Edlmann, Esq. 
Hon. Sir C. W. Fremantle, 

K.C.B. 



Right Hon. Sir M. E. Grant 

Duff, G.C.S.I. 
Ricardo Palmer, Esq. 
Simon Symons, Esq. 
A. A. Tilleard, Esq. 
Edward Wagg, Esq. 
Secretary. 

James P. Cooper, Esq. 



Area, Mainland 
„ Azores and Madeira. 



Population (1900) 

Capital, Lisbon. Population (1900) 

External Debt per head 

Reigning Sovereign 

Premier 

Finance Minister 

British Minister at Lisbon 

Portuguese Minister in London ... 



Total 



... 34,600 square milet. 
••• 1,200 „ „ 
... 35,800 „ „ 



Mo* 000 - 

357,<w> 

£7- I7s. i*\ 

Dom Carlos. 

Senhor Ernesto Rodolpho Hintxe 
Ribeiro. 

Senhor Rodrigo Affonso Pcquito. 

Sir Martin Le Marchant Gosse- 
lin, K.C.M.G., C.B. 

Marquis de Soveral, G.C.M.G. 
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[Portugal. 



History of the Public Debt (Foreign). 

1823. — Five per Cent. Loan. Amount, j£ 1,500,000. Issued at 87 per cent 
The service of this Loan was undertaken by Brazil when 
the independence of that State was recognised by Portugal. 

1832. — Five per Cent. "Dom Miguel" Loan. Amount, ;£ 1,600,000. 
Issued in Paris by Messrs. Outrequin and Jauge, and in 
London by Messrs. Gower and Co., on behalf of Dom 
Miguel, who in this year obtained possession of the throne. 
The portion issued in England is understood to have been 
converted about 10 years afterwards. As regards the French 
holding, the Portuguese Government for many years denied 
liability ; but in 1880 the French tribunals upheld the 
Bondholders' claim. In 1891 a partial liquidation was 
begun, and since that date negotiations for a settlement have 
been carried on from time to time, but no definite issue has 
been reached. 

1 83 1 to 1833. — Regency Loans. Issued at 48 per cent. 
Original amount, ,£4,700,000 ; reduced by amor- 
tisation to ^4,000,000 

1833. — Six per Cent. Loan. Issued at 94 per cent. 
Original amount, j£ 1,000,000; reduced by re- 
demption, and the balance converted into 
3 per cent. Stock to the amount of 90,000 

1835. — Three per Cent. Loan. Issued at 70 per cent. 
Original amount, ^6,000,000 ; reduced by a 
forced conversion at 60 per cent, to 3,600,000 

1836. — Three per Cent. Loan. Issued at 80 per cent. 
Original amount, ^900,000, secured on Debt 
due from Brazil. For the most part merged 
into Brazilian Stock. Portugal's share about... 250,000 

1837. — Three per Cent. Loan. Issued to capitalise 
Dividends, etc. Secured on Tobacco Revenues. 
Original amount, ;£ 1,000,000 1,000,000 

Total outstanding ^8,940,000 
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Brought forward ^8,9W» 

1841. — Interest on the External Debt having been in 
arrearfor 3^ years — although it is stated that the 
Internal Bondholders received their interest in 
full during a part of this period — a Decree was 
promulgated ordering a conversion of the then 
outstanding Debt as above plus arrears, say ... 1,460,000 

Total £10,400,000 

For the purposes of the Conversion this was taken as 
;£ 10,000.000, which was to bear interest as follows : — 
2 J per cent, for 4 years from July, 1841 

3 percent. „ „ 1845 

4 per cent. „ „ 1849 

5 percent. „ „ 1853 

And afterwards 6 per cent until the arrears were paid off. 

1845. — A new Scheme was brought forward by the Government for 
the conversion of the whole Debt into a Four per Cent 
Stock. Holders of £6,500,000 Bonds accepted this conver- 
sion, while £3,500,000 were retained in their original form, 
and upon these latter default was made in 1850 and 185 1. 

1852 to 1855. — The Government, finding it inconvenient to pay the 
5 per cent, interest to which the Old Stock, under the 1841 
Arrangement, was entitled, decreed a further forced Conver- 
sion of the whole External Debt into a Three per Cent. Stock at 
par. Deferred Three per Cent. Stock, to bear interest in 1863, 
was to be issued to an amount equivalent to the 25 per cent 
which had been deducted from the interest in the last half- 
year of 1848 and during the subsequent years up to 
December, 1852. The conversion provoked much opposition, 
and the Stock Exchange refused a quotation for the New 
Bonds. 

Strong protests were addressed to the Government by the 
then Committee of Portuguese Bondholders, but without 
effect. In December, 1855, the Government, being desirous 
of obtaining fresh Loans, and with the view of disarming the 
opposition of the Bondholders, made an arrangement with 
Mr. Richard Thornton, which was ratified by a Law of July t 
1856, under which the Bondholders received a bonus of an 
additional £14. 19s. 6d. of Three per Cent. Stock, with three 
years' interest in cash at 3 per cent, thereon, in respect of 
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each ;£ioo Five per Cent. Bond, and proportionate sums in 
respect of other classes of Stock. The opposition was then 
withdrawn and the quotation granted. The nominal amount 
of Three per Cent. Stock (including deferred Bonds), issued 
under the Decree of 1852, was ;£i 1,089,650 
1856- 1892. — During this period fourteen issues of Three per Cent. 
External Stock were made, amounting in the aggregate to 
^58,35 3,300. The issue price, where known, of these Loans 
was as follows : — 

1862 44 per cent 

1863 48 „ 

1869 32J „ 

(5o „ 

1877-78 {48 „ 

( 49i » 

1880 50J „ 

1884 504 „ 

The prices at which the other issues were made varied 
according to the state of the market. Of these fourteen Loans, 
those of 1856, 1857, 1859, i860 and 1863, representing a 
nominal capital of ;£ 10,476,300, were effected to provide funds 
for the construction of railways and for other public works ; 
those of 1862 (issued in London by Messrs. Knowles & 
Foster), 1880 and 1884, amounting together to ^23,960.000, 
partly for public works and partly for the consolidation of 
floating debt, etc. ; those of 1867, 1869, and 1877-78, amount- 
ing to ^23,250,000, wholly for the consolidation of floating 
debt and similar liabilities, whilst the ^667,000 of Bonds 
issued in 1892 were for the conversion of Internal Stock, 
Only a small part of the 1867 Stock (representing ^4,750,000 
nominal) was actually issued as External Debt, the greater 
portion thereof having been exchanged for Internal Bonds. 
Included in Conversion of 1902. 

1876.— Five per Cent. Bonds. Issued at 83 per cent. 
Sinking Fund, *8o per cent. The Loan was for 
Public Works in the Colonies, and was to be 
free from all Portuguese taxation. Nominal 
amount ,£306,400 

1879. — Five per Cent. Bonds. Issued at92 T V per cent. 
Sinking Fund, "90 per cent. The Loan was 

Carried forward ,£306400 
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Brought forward £306,400 

for colonial purposes, and was to be free from 

all Portuguese taxation. Nominal amount ... 1,502,000 

1882.— Five per Cent. Bonds. Issued at 92^ per cent. 
Sinking Fund, 1 per cent. The Loan was for 
the redemption of six series of the Minho and 
Douro Railway Obligations and for the exten- 
sion of the Railway. Nominal amount ... 5,154,240 

1886. — Five per Cent. Bonds. Issued at 88 J per cent. 
Sinking Fund, £ per cent. The Loan was to be 
free from all Portuguese taxation unless the 
Coupons were cashed in Portugal. Nominal 
amount 2,871,160 

1887. — Five per Cent. Bonds. Issued at 95^ per cent, for 
the conversion of 3 per cent. External Stock. 
Sinking Fund, i per cent. The Coupons were 
to be free from Portuguese taxation unless 
cashed in Portugal. Nominal amount ... 2,000,000 

Total £11,833,800 

1888-9.— Four anc * a-Half per Cent. Bonds. Total amount, £17,943,869, 
redeemable in 75 years at par by half-yearly drawings. 
Five issues of these Bonds took place. The first of 
£7,761,000 in October, 1888, at 97*9 per cent, for the con- 
version at par, with a small cash bonus, of the outstanding 
Five per Cent. Bonds of 1882, for the expropriation of Tobacco 
Factories and to meet extraordinary expenditure ; the second 
of £556,503, under a Decree of December, 1888, for the con- 
version of External Three per Cent. Bonds ; the third, of 
£8,358,000, issued at 97*9 per cent, under a Deciee of 
February, 1889, for the conversion of the whole of the 
remaining Five per Cent. Bonds, etc.; the fourth, of 
£198,741, under a Decree of May, 1889, for the conversion 
of External Three per Cent. Bonds ; and the fifth, oi 
£1,069,625, under a Decree of November, 1889, to meet 
extraordinary expenditure, and for public works in the 
Colonies. The second, fourth, and fifth issues of these 
Bonds were effected at various rates according to the state 
of the market. 

Included in Conversion of 1902. 
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1890. — Four per Cent. Bonds. Original amount, ^2,5 13,370. The 
Bonds were taken firm by certain financial establish- 
ments, and were offered for public subscription in France at 
87*5 per cent., but no issue to the public was then made. 
The actual price of issue was 87*3 per cent. As in the case 
of the 1888-9 issue, the principal of this Loan was redeemable 
within 75 years by half-yearly drawings at par. 
Included in Conversion of 1902. 

1891. — Four and a-Half per Cent. Bonds. (Tobacco Monopoly) First 
Issue, fr. 250,000,000, of which amount one-half was sub- 
scribed at 87*5 per cent., the other half being "destined 
for the Portuguese, Dutch and German markets." This 
Loan constitutes a direct charge upon the State, and is 
guaranteed by the Socidtt des Tabacs de Portugal, which Com- 
pany, before making any payments to the Government or its 
Shareholders, deducts each month from the rent payable to 
the Government the amount required for the service of the 
Loan. The principal is redeemable at par in 35 years by half- 
yearly drawings. In the event of the Government (after 
two years' notice) withdrawing from the Company its mono- 
poly at the expiration of the sixteenth year, the outstanding 
Bonds are to be repaid at par. The Government has the 
right at any time to pay off the principal at par upon giving 
six months' notice of its intention to do so. In 1896 the 
Government made a Second Issue of fr. 20,000,000. This 
issue has, however, only the guarantee of the balance of the 
amount paid by the Tobacco Company to the State after 
provision has been made for the First Issue. This is the only 
Portuguese Loan upon which the integral interest has been 
regularly paid. 

1 89 1 -2. — In consequence of a severe crisis in Portuguese financial 
affairs the Cortes passed a Law authorising the Government 
to enter into negotiations with the External Bondholders. 
Representatives of the various Continental groups of Portu- 
guese External Bondholders proceeded to Lisbon, where a 
Project of Arrangement was submitted to them by the Govern- 
ment, which was accepted as a basis of negotiation. In May, 
1892, a definitive Convention, under which the interest on the 
External Debt was temporarily reduced by one-half (the 
Government binding itself to gradually increase this reduced 
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amount until full payment was resumed), was signed in Paris by 
the Portuguese Special Commissioner and by the Bondholders 
Representatives. The Arrangement was considered to be 
definitively concluded, but, a change of Ministry occurring, 
the new Government refused to ratify the Convention. On 
13th June, 1892, a Decree was issued which arbitrarily 
reduced the interest on the External Debt to one-third of its 
nominal amount. The Council of Foreign Bondholders 
issued Certificates for the two-thirds unpaid in Jury of 
that year. In November, 1892, the Agents for the service 
of the External Debt were authorised by the Government to 
give declarations reserving the rights of the Bondholders to 
the unpaid balance, and the Council consequently discon- 
tinued the issue of Certificates. It should be noted that the 
Sinking Funds of the Loans, where such exist, weie not 
interfered with. 

1893.— A Law was passed on the 20th of May, 1893, under which 
the External Bondholders were granted one moiety of any 
excess on the Customs Revenues (excluding Tobacco and 
Cereals) over 1 1,400 contos per annum, and one moiety of 
the benefit arising from the fall in the gold premium below 
22 per cent., until such time as they should receive 70 |,er 
cent, of their interest, when the Internal Bondholders were 
to share equally in the increase. Any benefit which might 
be conceded to the holders of the Internal Debt to be 
applied equally to the External Bondholders. 

On the passing of the Law of 20th May, 1893, tne Agents 
were ordered to cease giving declarations, and the Council 
therefore resumed the issue of Certificates in respect of ihe 
Coupons falling due on 1st July, 1893, of the Three per Cent 
Loan ; and on 1st October, 1893, of lne Four and Four and 
a-Half per Cent. Loans. 

1896.— A Bill was presented to the Cortes for the conversion of all 
classes of Portuguese Debt, Internal as well as External, into 
a uniform 4 per Cent. Stock redeemable in 75 years. Under 
this scheme the 3 per Cent. Consolidated was to be converted 
at j£52. ios., the 4 per Cent. External at £77. 14s. 9d. and the 
4i per Cent. External at ,£85. is. 2$d., the 4 per Cent 
Internal of 1888 at ^85, the 4 per Cent. Internal of 189031 
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£72. 14s. 1 id., and the 4J per Cent Internal at ^80. 19s. per 
cent. This proposal was not proceeded with. 

1897-8 — The Cortes considered measures suggested for the con- 
version of the Debt, and eventually a new Law was passed, 
authorising the Government to agree with the creditors as 
to a fresh arrangement, but providing that the charge 
resulting therefrom should not be greater than that pre- 
scribed by the Law of 20th May, 1893. 

1898-9.— The Government sent an Agent to make proposals for a 
settlement. The terms suggested were regarded by the 
Committees as most unsatisfactory, and were rejected. 

1900. —Fresh negotiations were opened by the Government with the 
Bondholders. A Basis of Arrangement was arrived at with 
the Committee associated with the Council, but while the 
proposals were under the consideration of the Continental 
Committees a change of Ministry occurred and, as before, the 
new Government refused to ratify the terms approved by 
their predecessors. 

1 901. — The Government sent an Agent to Paris to treat for a settle- 
ment, but the preliminary conditions which he was instructed 
to demand were such that the negotiations immediately 
collapsed. 

1902.— A conversion of the External Three per Cent. Consolidated 
Debt, the Four per Cent. Debt of 1890, and the Four and 
a- Half per Cent. Debt of 1888-9 into a new Consolidated 
Three per Cent. Debt, divided into three Series, was effected 
on the following basis : — 

For each ^100 old Three per Cent. Bonds, ^50 new Three 

per Cent. Bonds (1st Series). 
For each ;£ 100 old Four per Cent. Bonds, £(36 J new Three 

per Cent. Bonds (2nd Series). 
For each ^100 old Four and a- Half per Cent. Bonds, £7$ 
new Three per Cent. Bonds (3rd Series). 
The last Series to also receive a special non-interest bearing 
Bond for the remaining £2$ of the existing nominal capital, 
redeemable conjointly with the corresponding new Three per 
Cent. Bond. 
The redemption to take place in 198 half years as 
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follows : — ist and 2nd Series by purchases or drawings. In 
case of drawings the Bonds of the ist Series to be redeemed 
at par, and those of the 2nd Series with a premium of 25 per 
cent, on their nominal value, as reduced by the arrangement; 
3rd Series by drawings only at par. 

As security the Government to assign especially and pre- 
ferentially the Customs receipts of the Kingdom in Europe 
(exclusive of those from tobacco and cereals). The Collectors 
of Customs to pay daily direct to the Junta do Credito 
Publico one three-hundredth part in gold of the total annual 
Debt Service. Any possible deficiency in any half-year in 
the product of the Customs receipts to be made good by the 
Government from other sources. 

The Bondholders to renounce their right to participate in 
the surplus of the Customs receipts over 11,400 contos per 
annum, and in any benefit from a rail in the exchange below 
22 per cent. 

The Government to redeem, at 10 per cent of their nominal 
value, the Certificates and Declarations for the 70 per cent 
unpaid issued in respect of Coupons maturing ist July and 
October, 1892, and ist January and April, 1893. 



Report. 

The service of the External Debt under the Arrange- 
ment of 1902 has been regularly effected during the past 
year, the market price of the New Three per Cent Bonds 
(ist Series) being at present about 62. Allowing for 
the reduction of the capital of the Debt by 50 per cent, 
this would be equivalent to 31, as compared with the 
average price of 20 to 25 at which the Old Bonds stood 
for some years prior to the time that the conversion pro- 
posals were brought forward. 

The exchange of the Old Securities for New Bonds 
(ist Series) was commenced in November last. 
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Finance Minister's Report. 

The usual Annual Report, dealing with the economic 
and financial condition of the country, which was accom- 
panied by the Budget of Revenue and Expenditure for 
the financial year 1904-5. was presented to the Portuguese 
Cortes on the 8th January, 1904, by Senhor Antonio 
Teixeira de Sousa, at that time the Minister of Finance. 

The Minister remarked that the economic situation of 
Portugal was satisfactory, all the indications tending to 
show that the public wealth had increased to a considerable 
extent, and that this fact provided a guarantee for an 
improvement in the Revenue Receipts. The compilation 
of the whole of the statistics relating to the trade of 
Portugal during the calendar year ending 31st December, 
1903, had not been completed at the date of the Report, 
but the figures already received gave ample assurance of 
the country's progress. The development of railway and 
telegraphic communication had occupied the Government's 
attention for many years, and the results now obtained 
were highly satisfactory. The wine-growing districts, 
which formed a most important item in the national wealth 
of Portugal, and which had suffered so severely from the 
ravages of "phylloxera," had been to a considerable extent 
replanted and restored, and there was every reason to 
believe that these districts, which had, in many instances, 
been brought to the verge of ruin, would, in due course, 
recover their former prosperity. The records of the 
Savings Bank and of the Mont de Pi6t6 showed most 
gratifying results. 

The financial situation in the colonies had, in general, 
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assumed a much more favourable aspect. The Budgets of 
Cape Verde and of Guinea were in a state of equilibrium, 
and those of San Thom6 and Macao showed considerable 
surpluses. It was true that the Budget of Portuguese 
India still exhibited a deficit, owing to the guarantee of 
interest granted to the Companhia de Mormugfto, but this 
guarantee was in the way of being reduced or entirely 
done away with by means of the contract with the Southern 
Mahratta Railway. The Province of Mozambique already 
produced in its administration a surplus of about 1,000 
contos, with every probability of increasing this amount, 
in consequence of which the port works, which would soon 
make Lorenzo Marques the finest harbour in South Africa, 
had been vigorously pushed forward. The progress 
made as shown above was more than sufficient to compen- 
sate the small deficits apparent in the colonies of Timor 
and Angola. 

With regard to finance, the accounts of national Revenue 
and Expenditure for the year 1902-3 revealed a deficit of 
1,671 contos. During this period the Government had 
realised from the sale of securities the sum of more than 
2,705 contos, and had it not been for this, the deficit 
would have reached 4,376 contos. On the other hand, 
payments of an extraordinary description, which cer- 
tainly would not have to be incurred again, in connection 
with the conversion of the External Debt, had been made, 
involving the expenditure of 1,555 contos. 

The Floating Debt on the 30th June, 1903, showed an 
increase of 4,769 contos as compared with the correspond- 
ing date in the previous year. The sum represented by 
this increase, together with the amount produced by the 
sale of securities above mentioned, had been applied to the 
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expenses of the conversion of the External Debt, and to 
advances to the Ministry of Public Works and to the 
Ministry of Marine, but these advances had been repaid to 
the Ministry of Finance after the conclusion of the finan- 
cial year on the 30th June, 1903. Advances had also been 
made to the Companhia de Caminhos de Ferro in Africa, and 
expenses incidental to the reception of foreign Sovereigns 
had also been incurred. The increase shown at the end of 
June, 1903, in the total of the Floating Debt had, however, 
been reduced by nearly [,275 contos by the 31st October 
in the same year. During the same four months, moreover, 
the Government had made payments amounting to nearly 
554 contos. The Government was animated by an earnest 
desire to reduce the Floating Debt, but circumstances 
sometimes rendered it difficult to accomplish this object 
The reduction already shown would have been con- 
siderably greater had not the Government been obliged 
to deliver to the Junta do Credito Publico large sums in 
gold, owing to the rise in the rate of exchange upon 
London which occurred in September, 1903, and to the 
difficulty of obtaining discounts in Lisbon at that time. 



Revenue and Expenditure. 

In the following Tables are shown the details of the 
Revenue and Expenditure in each of the years 1899- 1900, 
19001, and 1901-2, together with the totals only (the details 
not having been supplied) for the year 1902-3, as given in 
the Finance Minister's Report : — 
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REVENUE. 





1899- 1900. 


1900-1. 


1901-2. 


1902-3. 


Ordinary. 

Direct Taxes 

Stamps and Registration... 

Indirect Taxes 

Additional Taxes 
National Properly, etc. ... 
Returns for Expenditure... 

Total 

Extraordinary 

Grand Total Receipts... 


Contos of 
Reis. 

12,495 
5,800 

25,202 
1,108 
3.852 
4,437 


Contos of 
Reis. 

13,077 
6,262 

25,274 
1,107 
4.163 
4,462 


Contos of 
Reis. 

13.593 
5.956 

23,235 
1,090 

4,041 

4,364 


Contos of 
Reis. 

13,989 
5,111 

25,257 
1,03* 
4ti42 
4,870 


52,897 
1,644 


54.347 
1.234 


52,281 
807 

53.o89 


54,402 
3,449 


54,541 


55,582 


57,85* 



EXPENDITURE. 



Ordinary. 

General Charges 

Funded Public Debt 
Exchange ... 

Deposits, etc 

Departmental Expenses ... 

Total 

Extraordinary 

Grai.d Total Expenditure... 


1899-1900. 


1 900-1. 


1901-2. 


19023. 


Contos of 
Reis. 

9,5"> 
20,024 

994 

53 

25,779 


Contos of 
Reis. 

9,794 

20,360 

496 

54 

21,867 


Onto* of 
Reis. 
10,121 
19,975 
4 
5i 
24,203 


Contos of 

Reis. 

9*822 

20.751 

201 

55 
23.974 


56,361 

5.567 


52,573 
3,413 


54,356 
3,208 


54.803 
4,720 


01,929 


55.986 


57.565 


59.523 
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SUMMARY. 



1899- 1 9CO. 

Ordinary 

Extraordinary ... 

Totals 

1900-1. 

Ordinary 

Extraordinary ... 

Totals 

1901-2. 

Ordinary 

Extraordinary ... 

Totals 

1902-3. 

Ordinary 

Extraordinary ... 

Totals 


Revenue. 


Expenditure. 


Deficits. 


Surplus. 


Contos of 
Reis. 
52,897 
1,644 

54,541 


Contos of 
Reis 
56,36i 
5.567 


Contos of 
Reis. 
3,464 
3.923 


Contos of 
Reis. 


61,929 


7,387 




54.347 
1,234 

55.582 


52.573 
3,413 


2,178 


1,774 


55.986 


2,178 
1,774 


1,774 




Less 




404 nett 


52,281 
807 


54,356 
3,208 


2,075 
2,400 




53.089 


57,565 


4,475 




54.402 
3.449 


54,803 
4,720 


400 
1,271 




57,852 


59,523 


1,671 





X 2 
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Budget for 1904-5. 

The Budget for 1904-5, as laid before the Cortes, is 
shown in the following Tables. The increase in the total 
of the Estimates of Expenditure, as compared with the 
previous Estimates was explained by the Minister to be 
due to his having considered it preferable to include 
sundry items which had not hitherto appeared in the 
Budgets submitted for the approval of the Cortes, but 
which had, nevertheless, for many years past, to be 
provided for by subsequent legislation. 



REVENUE. 
Ordinary. 



Direct Taxes 

Stamps and Registration 

Indirect Taxes 

Additional Taxes 
National Property, etc. ... 
Compensations of Expenses 



Estimates for 1904-5. 

Milreis. 
... 13,777:816 
6,450:000 
... 26,185:367 
1,020:950 
... 4,072:663 
.., 5,299:865 



Total Ordinary Revenue 



56,806:661 



Extraordinary. 

Additional extraordinary tax of 5 per cent, 
on all taxes collected 

Total Extraordinary Revenue 
Grand Total 



744:000 



744:000 



57,550:661 
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EXPENDITURE. 

Ordinary. 

Estimates for 1904-5. 
Milreis. 

•General Charges 9,698:278 

Funded Public Debt 22,310:169 

Exchange (other than on the Funded Debt) ... 260:000 
Departmental Expenses: — 

Finance 4,110:837 

Home Office ... 3,075:340 

Public Worship and Justice 1,175:074 

War 6,974:314 

Marine 3»4<>4:333 

Colonies 1,129:849 

Foreign Office ... 405:740 

Public Works, etc 5,301:165 

General Treasury of Deposits 63:837 



Total 


Ordinary Expenditure 

Extraordinary. 




57,908:941 


Departments : — 
Finance 








... ... ... ... ... 


10:000 




Home Office 




95:420 




War ... 





135775 




Marine ... 


... 


115:180 




Colonies 


... ... ... ... ... 


490:000 




Foreign Office 




40:000 




Public Works, 


etc 

xtraordinary Expenditure ... 


287:000 




Total E 




1,173:376 



Grand Total 59,082:318 

The above Estimates show a deficit of 1,531:657 milreis. 

Floating Debt. 

The following Table shows the position of the Floating 
Debt on the 30th of June and 31st of December in each 
year, from June, 1894, to December, 1903, inclusive : — 

* Including charges of the Loan guaranteed by the Tobacco revenues. 



Digitized by VjOOQ IC 



326 



Periods. 


Floating Debt. 


Balances. 


At Home. 


Abroad. 


Totals. 


Treasury. 


Junta do 
Credito 
Publico. 


Tools. 


Treasury 
Bills. 


Current 

Accounts 

at the 

Bank of 
Portugal.* 


' Other 
Current 
Accounts. 


Supplies & 
Current 
Accounts 
(Foreign 
Agents). 


1804. 
30th June 
31st Dec. . . 

30th June.. 
31st Dec. . . 

30 h June . . 
31st Dec. . . 

1897. 
30th June. . 
31st Dec. .. 

1808. 
30th June . . 
31st Dec . 

30th June.. 
31st Dec. .. 

1900. 
30th June.. 
31st Dec. .. 

T901. 
30th June . . 
31st Dec. .. 

1902. 
30th June.. 
31st Dec. .. 

30th 1 une . . 
31st uec. . . 


Milreis. 

7,158:580 

9,093:419 

8,885:760 
8,844:503 

9,416:674 
9,745:506 

9,980:725 
9,289:325 

11.249:955 
12,601:558 

12,578:279 
13,214:284 

14,016:346 
15.388:549 

15*609:568 
18,212:444 

18,488:971 
18,827:631 

20,521:404 
20,888:162 


Milreis. 
10,080:385 
15,651:010 

15.565:9" 
16,014:298 

14,476:514 
18,674:280 

19,980:047 
23.5>8:447 

25,501:849 
26 284:666 

26,374:157 
26,370:208 

26,238:164 
26,377:613 

26,174:032 
26,248:624 

24,664:378 
26,367:760 

26,371:162 
26,347:737 


Milreis. 

3,200:322 
1,308:649 

965:700 
1,874:303 

3.523:833 
3»559:oi9 

2,594:942 
2,530:363 

2,662:587 
»,939:927 

2,967:700 
3.034:295 

2,079:109 
3,280:072 

4,887:118 
5,784:598 

8,356:37° 
9,190:309 

8,393:110 
10,814:132 


Milreis 

1,715:504 

1,061:675 

1,505:812 
2,685:210 

2.045:987 
2,882:666 

4,083:837 
4,893:211 

4,952:883 
4,368:454 

2, 588:075 
2,034:566 

5.587:065 
6,491:248 

5, a 93:346 
8,135:472 

6,995:011 
8,566:858 

8,160:480 
6,706:047 


Milreis. 
22,154:791 
27,"4:753 

26,923:184 
29,418:314 

29,462:408 
34,861:471 

36,639:552 
40,231:347 

44,367:*75 
45,194:606 

44,508:212 
44,653:4M 

47,920:685 
51,537:483 

51,964:115 
58,381:139 

58,684:727 
62,952:560 

63,446:156 
64,756:076 


Milreis. 

2,285:488 
a,73i:959 

2,360:71a 

2,687:044 

2,109:225 
a,379:85i 

3,154:962 
2,383:957 

2,438:410 
1.951:413 

1,703:331 
1,834:168 

2,205:599 
2,424:657 

1,858:718 
1.933:524 

1,431:492 
i,397:o8o 

1,101:836 
1,619:234 


Milreis. 

522:737 
1,102:995 

843:526 
999:«*4S 

1,039:573 
965:755 

1,089:603 
1,072:113 

4312098 
1,121:664 

1,673:716 
1,505:115 

1,482:696 
i,33*:873 

1,607:033 
1,674:445 

2,157:089 
1,899:453 

2,395:489 
2,597 "915 


nana. 
2,808:226 

3.834*54 

3,148^ 
3.345** 

3.«44-"565 
3.4S6»70 

3,869908 
3.073*77 

3,377*47 
3*339^83 

3,688^95 
3,757:53° 

3.4657P 
3,6o7970 

3,588*.5«« 
3,29*533 

3^4975^ 
4,217350 



• No interest is charged to the Government on a portion of the advances made by the 
Bank. On 30th June, 1898, the limit of these free advances was fixed at 27:000 con to*. In 
return for this the Bank has the privilege of issuing notes to the amount of 72:000 contos. 
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The position of the Bank of Portugal on the 31st of 
December for the past ten years has been as follows : — 



On the 
3m December. 


1894 


1895 


1896 


"897 


1898 


1899 


1900 


1901 


1902 


>9©3 




Contos 


Contos 


Contos 


Contos 


Contos 


Contos 


Contos 


Contos 


Contos 


Contos 




of Reis. 


of Reis. 


of Reis. 


of Reis. 


of Reis. 


of Reis. 


of Reis. 


of Reis. 


of Reis. 


of Reis. 


Current Account . . 


15:567 


16:115 


18:713 
41:028 


23:566 
48:567 


26:295 


26:467 


26:435 


26:300 


26:457 


26-427 


Total Debt.. 


38:558 


39:089 


5o:459 


5i:<H4 


5"*3"" 


55:206 


55:891 


56*463 


Deposits of Junta . 
Fiduciary Circula- 


i:ioa 


999 


965 


1:072 


1:121 


1:505 


1 332 


1*674 


1:899 


»*597 


tion 


53:»3» 


55-921 


58:933 


65*059 


69:655 


68:568 


68:136 


68:757 


69*021 


69*477 


Metallic Reserve:— 






















Gold 


4:004 
6:186 


4:76a 


4:762 


4:795 


4:835 


4:836 


4:837 


4:837 


till 


4:837 
6:519 


Silver 


6-745 


8:083 


8:039 


0:426 


8:261 


8:199 


7:211 


Proportion of Me- 






















tallic Reserve to 






















Fiduciary Circu- 






















lation 


to'X 


**% 


21' % 


"9*X 


"9* 


i9' X 


19' % 


"7*X 


*5*X 


"6X 


Nett Annual Profits 


1:8x2 


1*557 


1:570 


i*.558 





• 


1:588 


"=734 


1:900 


2-044 


Dividend to Share- 






















holders 


8* 


8* 


8* 


8% 


e 


» 


8% 


8* 


9% 


9*4 % 


Share of Treasury 






















in Annual Profits 


«38 


138 


"43 


'38 


* 


• 


162 


241 


272 


3«8 



* Information not available. 



The foreign trade of Portugal during the last m'ne 
financial periods is shown below : — 



IMPORTS 
(In Contos of Reis). 



Year. 



"894-5 



LiveStock ":573 

Raw Materials 14:155 

Thread and Woven Fa- | 

brics, etc. . .. t 4:776 

Alimentary Substances . . | 1 x 1007 
Tools, Instruments and , 

Machines .. .. j 1:585 

Sundries ' 2:583 

Tares 85 



Totals .. .. I 35:764 
Gold and Silver, Coin • 

and Bullion .. .. 1:813 



1895-6 ! 1896-7 



2:400 I 2:476 
"5:259 I 15:061 

5:340 : 5:»9 2 
"3:548 I 13:317 

1 £70 j 1 .'962 

2:845 I 2:973 

61 | 66 



41:123 41:047 
895 619 



1897-8 , 1898-9 I 



1899- 



2:99^ 2:612 I 2:019 I 3:2*3 
17:058 21:316 j 24:834 25:687 

5:326 ■ 6:058 6:215 j 6:669 
10:801 1 J5 :i 84 I 14:598 14:660 

2:321 3:249 1 3:783 ' 4:051 

3:207 3:300 3:722 I 4:241 

70 95 93 81 



41:776 51:834 
1-019 *'-433 



-I- 



55:264 58:602 
"■095 1 305 



Grand Totals ..37*577 42*018 j 41: 666 42*795 , 53^67 56:359 58:907 55*085 59*434 



3:200 
25:762 

6:350 
10:225 

3*926 
4:450 

83 



54*086 
439 



1902-3 



4:379 
27:123 

6*79 
12:505 

3:601 

4:710 

9' 



59*088 
346 
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(In 


EXPORTS 
Conns of Reis). 








Year. 


1894-5 

2:333 
5:850 

839 
14:583 

97 
1:655 


1895-6 


1896.7 


1897-8 


1898-9 


•5t|«9^' 


1901-2 ' 1902-3 

1 


LiveStock 

Raw Materials 

Thread and Woven Fa- 
brics, etc. 

Alimentary Substances . . 

Tools, Instruments and 
Machines 

Sundries 


2:47* 
5:964 

1:278 
15:900 

108 
1:638 


3:108 
5»79 

i:377 
15:522 

75 
1:586 


3*37 
5*44 

1:931 
15:586 

J 9 


3:242 
5:067 

3:150 
18:297 

130 
atoi3 


3:109 
5:299 

2:959 
16:154 

162 
2:087 


3:583 
6M43 

1:670 
15*49 

xi8 
1:915 


1 
3:171' 3W 

5:846: 6:091 

i*>5 1:177 
15904 ' 15:810 

124 1 uj 
1:821 1 1:846 


Totals .. 
Gold and Silver, Coin and 
Bullion 


25:357 
2:226 


27:359 
2:682 


26747 
3:804 


27:836 
1:814 


31:899 
1:464 


29:770 
1:580 


28:978 
1:752 


28:071 29:03* 
834, 1^ 


Grand Totals 


27:583 


30:041 


30:551 


29:650 


33:363 


31:350 j 30730 


a ! 
28905 ■ WW 



Rate of Exchange. 



The mean monthly rate of exchange on London in 
pence per milreis from January, 1890, to December, 1903, 
is shown below: — 



Year. 



1890 
1891 
1892 
1893 
1894 
1895 
1896 
1897 
1898 
1899 
1900 
1 90 1 
1902 
1903 



I t 




53A I 52|i 
52* 52S 



40J3 
41k ' 4«a 

35^ 35& 
32f, 29, 

36i? 37 

42A 42ft 






5 2 ?i 

1 
431 

4°. 






42 i 

I 438 



1 6 



4 
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SALVADOR. 

The External Debt of Salvador was in 1899 converted into 5 per 
cent. Mortgage Debentures of the Salvador Railway Company, 
Limited. The Government guarantees a fixed annual subsidy 
of ^24,000 for 18 years from 1899. 



Committee of Salvador, 1889, Bondholders. 



Right Hon. Lord Avebury, Chair- 
man. 
Hon. F. Baring. 
R. H. Benson, Esq. 
R. Cooper, Esq. 
Hon. Sir C. W. Fremantle, K.C.B. 



W. M. Mackenzie, Esq. 
Cecil Sharpe, Esq. 

Secretary. 
James P. Cooper, Esq. 



Area 7*225 square miles. 

Population (1901) 1,006,848. 

Capital, San Salvador. Population ... 59,514. 

President Don P. Jose* Escalon. 

Minister and Consul-General of Great 

Britain for Salvador (resident in 

Guatemala) E. Thornton, Esq. 

Envoy and Minister of Salvador to Great 

Britain Dr. Rafael Zaldivar. 



History of Debt (Foreign). 

1827. — The proportion of the Debt of the Central American Federa- 
tion C£ 163,000) assumed by Salvador was two-twelfths, 
^27,200. 

1828-59. — No interest was paid during this period. 
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i86o. — Salvador compromised her share of the Debt for 90 per cent 
in cash. 

1889. — Loan for ^300,000, bearing 6 per cent, interest and 2 per cent 
accumulative Sinking Fund, issued by the London and South 
Western Bank at 95 J per cent, specially secured on 10 per 
cent, of the Customs Duties and the rights of the Govern- 
ment in the Railway from Acajutla to Ateos (35 miles) and is 
the proposed extension to San Salvador. Out of the pro- 
ceeds of the Loan, a mortgage of ihe Government's interest 
in the portion of the Railroad already constructed (Acajutla 
to Sonsonate), amounting to ;£ 183,000, was paid off. The 
extension of the Railway was only continued for a distance 
of seven miles from Ateos to La Ceiba. 

1892.— Loan of ;£ 500,000, beating 6 per cent, interest and 1 per cent 
accumulative Sinking Fund. Issued by Messrs. Brown, 
Janson & Company in pursuance of a Contract made by the 
Government with Mr. Scherztr in 1891 for the purpose of 
the extension of the Railway. Specially secured on 10 per 
cent, of the Customs Duties, and also by a first mortgage on 
the line from Ateos to Santa Ana (30 miles). 

These Bonds were not issued to the public, but were 
delivered from time to time to the Contractor on the 
Engineer's Certificates as the works proceeded. 

1894.— A Company called the Central American Public Works Com- 
pany was formed by Mr. Scherzer, and in April, 1894, a 
Concession was obtained from the Government under which 
the Contract of 189 1 was cancelled. 

The Public Works Company undertook to complete the 
line to Santa Ana, to build a branch from Sitio del Nino to 
San Salvador (24 miles) together with a deviation of ij 
miles at the Port of Acajutla, to give the Government 
^70,000 in fully-paid Ordinary Shares of the Company when 
issued, and 10 attend to the service of the Loans of 1889 and 
1892. The Government on its part agreed to hand over to 
the Company the whole of the Railways for a period of 99 
years, and to guarantee the Company for 50 years a nett 
annual profit on working the Railwa>s of 6 per cent upon a 
sum of ;£8o,ooo seemed by a charge of 10 per cent, on the 
Import Duties. 
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A change of Government took place shortly afterwards, 
and owing to differences between the Government and the 
Company the Concession was declared void. 

In December, 1894, a supplementary Contract was entered 
into between the Company and the new Government by 
which it was agreed that : — 

1. The £70,000 of Shares of the Public Works Company 
were to be delivered to the Government by 31st May, 1895. 
(This was done and the Company took possession of the 
completed line and commenced the construction of the 
remainder.) 

2. The duration of the Concession was shortened from 
99 to 80 years. 

3. The guarantee was reduced from £48,000 a year to 
£24,000 during construction of the line to Santa Ana ; 
£36,000 during construction to San Salvador, and the full 
£48,000 was not to be paid until the Railway was entirely 
finished. 

1898. — A Company called the Salvador Railway Company was 
formed to take over the Concession from the Public Works 
Company. Proposals were laid before the holders of the 
1889 and 1892 Loans to convert their Bonds into First 
Mortgage Debentures of the Railway Company. Some of 
the 1889 Bondholders, however, declined to signify their 
adherence to the scheme, and it was not found possible to 
arrange for the release of the Mortgage on the first section 
of the Railway. The Public Works Company had, more- 
over, undertaken to deliver to the Government all the Bonds 
by December, 1898, and they therefore approached the 
Government with the object of securing further legislation 
in order to get over the difficulty. 

In this they were not at the time successful, and the 
Government declined to remit to the Company the sum due 
under the Guarantee for the half-year ending 31st December, 
1898. 

The funds for the payment of the February and August, 
«, 1898, Coupons on the 1889 Bonds were sent by the Govern- 

ment direct to the London and South Western Bank. 



Digitized by VjOOQ IC 



332 

The November, 1897 Drawing and May, 1898, Coupons 
on the 1893 Bonds, and the July, 1898 Drawing and Feb- 
ruary, 1899, Coupons on the 1889 Bonds were not paid. 

1899. — On 8th February, 1899, a Contract was entered into be- 
tween the Government and Mr. M. J. Kelly, representing 
the Central American Public Works Company (approved 
by Congress in March, 1899), of which the following were 
the principal provisions : — 

1. The Company was to hand over to the Government for 
cancellation the outstanding 1889 and 1892 Bonds (in round 
figures ^725,000) within six months from the date of ratification 
of the Contract by Congress. The Company might, however, 
leave outstanding ^60,000 of the Bonds if they could not 
make delivery of the whole of them, but on these they were 
to pay on their own account the same interest (6 per cent) 
and amortisation (2 per cent.) as the Government was under 
obligation to do. 

2. The Government was to pay the Company for 18 years 
from 1st January, 1899, a fixed annual subsidy of ^24,000 in 
lieu of the previous guarantee, and to hand over all the 
Railways free of charge. The subsidy was to be secured on 
15 per cent, of the Import Duties in respect of which the 
Government was to issue special Customs Notes. These 
notes were to be handed to a Bank named by the Company, 
who were to sell them and collect the proceeds. 

The Company engaged themselves to complete the line to 
the capital by 30th June, 1900. If the Bonds of the External 
Debt were not handed over within the period stipulated, the 
Government was to have the right to take possession of the 
Railways, subject to existing hypothecations. 

In April, 1899, an Agreement was entered into between 
the Council acting in conjunction with the Committee of 
1889 Bondholders*, and the Central American Public Works 
Company for the transfer to the Salvador Railway Company 
of the Railways and Concessions held by the Works 
Company, including the subsidy payable under the Contract 
of 8th February, 1899, on such terms as might be agreed 
between the Works Company and the Railway Company. 
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The Railway Company to issue : — 

i. Prior Lien Debentures to the amount of ;£ 163,000, 
forming part of a total authorised issue of ^250,000, and 
bearing 5 per cent, interest and 1 per cent, accumulative 
Sinking Fund, to be applied by purchase or drawings at 
par. Such issue to be for the purpose of providing the 
funds for the completion of the Railway, repairs, working 
capital and expenses. 

2. Five per Cent. Mortgage Debentures to the amount of 
^660,000, to provide for the cancellation of the outstanding 
Bonds of the 1889 and 1892 Loans, the Debentures of the 
Public Works Company (,£150,000), and other claims. 

These Debentures to be redeemable by an accumulative 
Sinking Fund of 1 per cent, per annum, commencing from 
the 15th of August, 1906, to be applied by purchases or 
drawings, at the price in the case of drawings of ^103 for 
each £ ?oo of Debentures. 

The holders of the 1889 Bonds to receive, in respect of 
each ;£ioo Bonds, ^100 in Mortgage Debentures of the 
Railway Company, bearing interest from 15th August, 1899, 
The 1889 Bonds to be deposited with the Council against 
the issue of Negotiable Receipts, with two Coupons of 
£2. 10s. each attached, payable out of the first two instal- 
ments of the subsidy in respect of the Coupons on each 
Bond of ;£ioo due 15th February and 15th August, 1899. 

This Arrangement was accepted by the holders of the 
Bonds of the 1889 and 1892 Loans, who by the necessary 
majorities authorised the Trustees of the Loans to release 
the respective Mortgages. It was also approved by the 
holders of the Debentures of the Public Works Company, 
and was duly carried into effect. 



Report. 

The Coupons on the Mortgage Debentures of the 
Salvador Railway Company maturing 15th August, 1903, 
and 15th February, 1904, were duly paid by the London 
Bank of Mexico and South America. 
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Salvador Railway Company. 

The Ordinary General Meeting of the Salvador Rail- 
way Company took place on the 2nd December last In 
the course of his speech the Chairman alluded to the 
encouraging progress which had been made since the last 
meeting. The gross receipts, exclusive of the Government 
subsidy, had amounted to ,£52,041 in 1902-3, against 
£42,195 in 1 90 1 -2, and the working expenses had been 
reduced from 71 to 64! per cent, of the gross earnings, 
the result being that a deficit of only £$93 had to be 
carried to revenue account, as compared with £5,904 in 
the previous year. The issue of the balance of the Prior 
Lien Debentures had taken place, and the total capital 
stood at £1,403,600. The new issue was authorised in 
order to acquire the lighterage and warehousing business 
at Acajutla together with an interest in the pier, with 
the object of concentrating the transport of goods 
in the hands of the Railway Company. The former 
undertaking, from which the Vendor Company had 
derived a profit of about £8,000 in 1902, had been pur- 
chased for £32,690, whilst, as regards the latter, 2,026 
of the 10,000 shares in the Pier Company had been 
bought for £11,300. Moreover, the warehousing facilities 
had been increased by new constructions. New cars of 
greater capacity had been added to the rolling stock, 
and it was believed that these improvements would place 
the Company in such a favourable position for dealing 
with imports and exports as would lead to a continued 
growth in the amount of freight The coffee crop pro- 
mised to be an excellent one, and prices had improved. 
The Government were using intelligent efforts to promote 
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the cultivation of other staples besides coffee, and the 
growing of cotton was likely to be taken up again. In 
addition to this, the mineral wealth of the country, which 
was considerable, was beginning to attract attention. 
All these elements should contribute to the development 
of the Republic and bring increased traffic to the Railway. 

The President's Message. 

A brief Message dealing with the financial and economic 
situation in Salvador during 1903 was delivered by 
President Escalon on the 20th February last, on the 
occasion of the opening of Congress. 

After dealing with certain administrative improvements, 
the President stated that progress had been made with 
various public works which were already in hand, and that 
others had been commenced, but that owing to the critical 
state of the Treasury it had proved impossible to resume 
work on the railway from La Union to San Miguel, or to 
begin the construction of the line to Ahuachapan, which was 
so greatly needed in view of the important agricultural 
and commercial interests of the western district. The 
mineral resources of the country were very considerable, 
and the development of the mining industry, which 
during recent years had become important, deserved 
the special attention of both the Executive and 
Legislative branches of the Government. The value of 
the mineral exports vik the port of La Union had reached 
a total of $2,019,196 in 1903, and this result indicated the 
prospective value of the industry. 

With regard to finance, the President stated that 
though the country appeared to produce enough to 
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meet the ordinary cost of Public Administration, it should 
not be forgotten that heavy debts existed, which had 
been contracted in earlier years, and formed a permanent 
and burdensome deficit for the Treasury, apart from the new 
obligations which had been contracted in order to maintain 
the credit of the Government, of which the most important 
was that resulting from the so-called Burrell claim * 

Report of the Finance Minister. 

The Minister of Finance presented his Annual Report 
to Congress on the 7th March last. 

The Minister stated that the Revenue receipts in 1903 
had, on the whole, been good, and would have met 
the cost of Administration had it not been for unfore- 
seen expenses which had disturbed the equilibrium of the 
Budget and rendered difficult the execution of important 
works connected with the progress of the country. Due 
economy had, however, been practised, not only in order 
to alleviate the situation of the Treasury, but also to avoid 
the necessity for fresh taxation. With the latter object, 
it had been decided not to publish a Decree issued by 
Congress in September, 1903, creating various new 
Internal taxes, destined to cover the Burrell claim and 
the building of the National Palace. The Executive 
had therefore contented itself with the product of the 
Ordinary Revenues, and not only had the subsidy to the 
Salvador Railway Company been punctually paid, but 
the funds for the first payment in respect of the Burrell 
claim were being collected, various foreign debts incurred 

• This was a claim on the part of the " Salvador Commercial Company" and certain 
United States citizens, which was decided by arbitration, the amount to be paid by the 
Salvador Government being fixed at $353,314 gold, payable, with interest at 6 percent, per 
annum, in seven annual instalments. 
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in previous years had been liquidated, and the amortisa- 
tion of the Public Debt carried on with due regularity * 
Alluding to the current year (1904), the Minister pointed 
out that the Debt, including floating liabilities, amounted 
to $11,157,153. In order to carry out the amortisation 
with the same regularity as heretofore, a sum of $2,771,724 
would be required. Assuming the Revenue to amount 
to $6,800,000, it would not be possible to assign from it 
a larger sum than $1,550,000 to the redemption of the 
Debt. To this, however, might be added $392,700 in 
respect of profit on the auctions of *' Salvador Bonds,"f 
making the total amount available for this purpose 
$1,942,700. There would therefore be a deficiency of 
$829,024, to which the Minister earnestly called the 
attention of Congress. 

Revenue and Expenditure, 1903. 

The details of Revenue and Expenditure in 1903, given 
by the Minister, are as follows : — 

REVENUE, 1903. 
Customs Receipts — 

Import Duties ... $3,620,477.09 

Export Duties 652,656.83 

Liquor Revenue i>945»7°^* »9 

Stamp Revenue 85,809.99 

Gunpowder and Saltpetre ... ... 82, 302. 65 

Postal and Telegraph Services 224,624.88 

Various Revenues 180,468.06 



Total Ordinary Revenue ... $6,792,045.69 
Loans, Deposits, etc 918,^02.40 

Grand Total $7,710,948.09 



* This last statement does not appear to he entirely borne nut by the returns riven 
below on page 339_in the table of the movement of the Public Debt, wliith show rn imrc;i«Ne 
in the amount of Debt outstanding as compared with the previou* year. 



t These Bonds are an internal issue. 
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EXPENDITURE, 1903. 

National Assembly $58,017.00 

Presidency of the Republic 54,225.00 

Department of Government 1*036,505.30 

„ ,, Internal Development 599i026.79 

,, „ Public Instruction 420,116.67 

,, „ Beneficence 143,473.20 

,, ,, Foreign Affairs 138,903.35 

„ „ Justice 4«5» 8 34-79 

,, Finance 440,595-94 

,, ,, War and Marine 1,939,914.19 

„ ,, Public Credit 2,458,144.11 

Total $7,704,756.34 



The balance carried forward from 1902 to 1903, and 
not included in the above Statement of Revenue, amounted 
to $269,907.14, and that remaining at the close of 1903, 
to be carried forward to 1904, to $276,098.89. Omitting, 
the receipts from Loans, etc., the Expenditure had 
surpassed the Revenue by $912,710.65, and had exceeded 
the Budget Estimate by $1,595481.39. 

In accordance with the Decree of 22nd September, 1903, 
the Customs Duties had been reduced to 109 per cent, 
payable as to 94 per cent, in silver and 1 5 per cent in 
gold. Of the amount paid in gold, two-thirds were 
specially assigned for the subsidy to the Salvador 
Railway Company, and one-third for the liquidation of 
the Burrell claim. 



Public Debt. 

The movement of the Public Debt in 1903 (exclusive of 
floating liabilities) was stated by the Finance Minister to 
have been as follows : — 



Digitized by VjOOQ IC 



339 



[Salvador. 



Outstanding 1st January, 
1903 . v .. ... 

Bonds issued during 
1903 ... ... 

Interest accrued in 1903 

Total 

Payments effected 
during 1903 

Outstanding 1st January, 
1904 


1 

Capital. 


Interest. 


Total. 


$ 

8,111,105.67 

4,868,728.22 


$ 

808,080.00 

433,661.39 


$ 

8,919,185.67 

4,868,728.22 
433,661.39 


12,979,83389 
3,650,04751 


1,241,741.39 
108,560.18 


14,221,575.28 
3,758,607.69 


9,329,786.38 


1,133,181.21 


10,462,967.59 



Note.— The figures in this table differ considerably in every case from those in a 
similar table given in the President's Message. In the latter, for instance, the amount of 
Bonds issued in 1903 is stated to have been f 3,i79»5*3» and the total amount of principal and 
interest outstanding at the close of the year $8,642,309. No explanation of these di (Terences 
can be found in either the President's Message or the Finance Minister's Report. 

With regard to the " Salvador Bonds," the Minister 
stated that the total amount outstanding at the close of 
the year was $5,840,638.55, consisting of $4,987,452.26 in 
respect of capital, and $853,186.29 on account of interest. 

Various issues of Bonds had taken place during 1903, 
amongst which were new Bonds payable in United States 
gold, which were created to meet the principal and interest 
of the Burrell claim. These Bonds, which were in the 
hands of the Union National Bank of Oakland, California, 
were denominated " National Indemnity Bonds," and at 
the exchange of 260 per cent, represented a sum of 
$1,177,891.80 currency. 



Budget for 1904-5 

The Estimates for the financial year 1904-5 were pub- 
lished in the Diario Oficial of 14th June, 1904, and were 
as follows : — 

Y 2 
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REVENUE. 



Maritime Revenues — 

1. Imports — 

Import Duties $2,622,134 

Fiscal Tax of 30 per cent 578,000 

Tax of $3.00 per 100 kilos 360,000 

Tax of $2.00 per 100 kilos 240,000 

Central Railway, Tax of $1.50 per 100 kilos ... 180,000 
Tax of $1.00 per 100 kilos for the benefit of the 

Judicial Power 120,000 

Tax of $0. 50 for the Subvention of Steamers . . . 60,000 

Storage, etc 125,000 

Sundry Receipts 30,800 

2. Exports — 

Coffee Export Duty of $0.50 per 46 kilos 300,000 

„ „ $0.37$ per 46 kilos ... 225,000 
,, „ $0.12$ for Internal Deve- 
lopment 75,ooo 

Coffee Transit Permits 75tOOO 

Central Railway, Tax of $1.50 per 100 kilos ... 5,500 

Sundry Receipts 27,622 

Liquor Revenue — 

Total Estimated Return 2,025,004 

Various Sources of Revenue — 

Internal Excise 85,000 

Stamps and Stamped Paper 100,000 

Post Office, Telegraphs and Telephones 150,000 

Sundry Receipts * 174,100 



Total 


... $7.558,i6o 


EXPENDITURE. 




National Assembly 


$42,230 


Presidency of the Republic 


56,100 


Judicial Power 


321,924 


Department of Finance 


602,468 


„ ,, Internal Development 


589,130 


,, „ Government 


1,052,121 


,, ,, Foreign Affairs 


99,135 


„ „ Justice 


125,740 


„ „ Public Instruction 


732,048 


,, ,, Beneficence 


333»°8o 


„ ,, War and Marine 


1,969,140 


,, ,, Public Credit 


1,724,799 


Total 


... *7,647.9i5 
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SUMMARY. 



Revenue 
Expenditure ... 



Estimated Deficit ... 



7,647 >9I5 
$89,160 



Trade Statistics. 

The Finance Minister in his Report stated that the 
value in gold of the Imports and Exports during 1903 
was respectively 13,088,477.10 and $5,669,545.24, the 
balance of trade being therefore favourable to Salvador to 
the extent of $2,581,068.14 gold. 

No details are furnished with regard to Imports, but 
the Report contained the following Table, giving the 
currency values of Exports. 



EXPORTS, 1903. 

$ Currency. 
Minerals (including Gold and Silver Bullion 

and Coin) 2,112,400.83 

Coffee 10,387,909.57 

Indigo 791,085.42 

Balsam 220,751.00 

Hides and Skins 143,572.04 

Sugar 255,537.13 

Rice 71,661.92 

Indiarubber 68,923.92 

Sundries 121,922.28 

Total $14,173,863.11 



Exchange. 

The following Table gives the monthly average rates 
of exchange on London throughout 1903 : — 
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Per cent 


January 


1^3 

158 


February 


March 


155 


April ... 


157 


May 


161 


June 


159 


July 


158 


August 


159 


September 


160 


October 


155 


November 


150 


December 


149 



In the early part of the present year the rate fell as low 
as 133. Since then it has risen, and at the end of July 
stood at 144 per cent. 
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SANTO DOMINGO. 

•Obligations Or de Saint Domingue Two and 

Three-quarters per Cent (Brussels issue)... .£2,736,750 
•Dominican Unified Four per Cent. Bonds ... fi, 148,600 



£3,885,350 



Santo Domingo Committee. 



Rt. Hon. Lord Avebury, 

Chairman. 
Hon. SirC.W. Fremantle, K.C.B. 
P. Galindez, Esq. 
T. E. Hurst Hodgson, Esq. 
W. Johnson, Esq. 
J. Sorley, Esq. 



W. Trotter, Esq. 

Gen. Sir Luther Vaughan, K.C.B. 

V. Watney, Esq. 

T. Wood, Esq. 

Secretary. 
James P. Cooper, Esq, 



Area 18,045 square miles. 

Population (1888) estimated at 610,000. 

Capital, Santo Domingo. Population (1892) ... 14^50. 
External Debt per head (exclusive of arrears) £6. 7s. 5d. 
President of the Provisional 

Government 

Consul-General of Great Britain 

to Santo Domingo, resident 

at Port-au-Prince, Hayti 
Consul - General of Santo 

Domingo in Great Britain... 



Don Carlos F. Morales. 

Arthur G. Vansittart, Esq. 
Don Miguel Ventura. 



* The interest on these Loans went into default on ist April, 1899. On the 4th 
November, 1901, the Coupon due 1st October, 1901, was paid at the rate of fr. 4, and in 
February, 1903, the Coupon due April, 1902, at fr. 3.85 per £20 Bond to holders accepting 
the settlement negotiated by the French and Belgian Committees (see History of the Debt 
below). The Council are not aware of the amount of Bonds upon which this payment 
was made. 

t The authorised issue was £1,500,000, of which amount it is stated that £35M°° has 
been cancelled. It is also understood that there are outstanding about £300,000 '' French- 
American Reclamation Consols," which have not been presented for exchange into Scrip of 
the 4 per cent. Unified Loan. 
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History of the Debt (Foreign). 

1869. — Six per Cent. Loan for £757>7oo. The Government of Santo 
Domingo entered into a contract with Mr. E. H. Hartmont, 
by which the latter agreed to provide a sum of ,£420,000 for 
the construction of roads and railways, of which £100,000 
was to be retained by him as compensation, the nominal 
amount of the Loan to be fixed by the contractor. The 
Government on their part undertook to pay, for the service 
of the interest and Sinking Fund, an annuity of ^58,900 in 
half-yearly instalments for twenty-five years, or a total of 
,£1,472,500. Messrs. Peter Lawson & Co., acting for Mr. 
Hartmont, accordingly issued in London £757»7oo in Bonds 
secured upon a first charge on the Customs Duties of the 
Ports of Santo Domingo and Puerto Plata, the Guano 
royalties, and the Revenues arising from the Forests and 
Mines of the Province of Samana. The Bonds were re- 
deemable in twenty-five years by a if per cent, accumulative 
Sinking Fund. The issue price was 70 per cent., but at this 
price the Loan received little support from the public, and 
was subsequently disposed of, at rates ranging from 55 to 
50 per cent., to Messrs. Bischoffsheim & Goldschmidt and 
others, by whom they were later disposed of to the public 
The Government only acknowledges receipt of ,£38,000. Mr. 
Hartmont, however, asserted that he tendered personally to 
the Government ,£211,110, but that it was not accepted owing 
to negotiations for annexation in progress at that time with 
the United States. Interest on this Loan was paid for three 
years, but it was stated that these payments were made by 
the Contractor and not by the Government. 

1872.— Default took place, and the Loan became in 1875 ^ e subject 
of a Parliamentary enquiry. 

1888.— Six per Cent. Loan for £770,000, for the Conversion of the 1869^ 
Loan, for which £142,860 was reserved, and the consolidation 
of the Internal Debt, which required ,£15 1,660. The balance 
of .£475480 was offered for public subscription at 83J percent, 
by the Capital and Counties Bank and by agencies on the 
Continent. The Bonds were secured by a first charge on the 
entire Revenues of the Republic, including a special charge 
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on the Customs Revenue, and were redeemable in thirty 
years by half-yearly Drawings. The terms for the Conversion 
of the 1869 Loan were £20 of the New Stock in exchange 
for £100 of the Old. Bonds to the nominal amount of 
,£591,900 were exchanged by the Capital and Counties Bank. 
Bonds which had been drawn for redemption, but which 
had remained unpaid, as well as Bonds from which Coupons 
were missing, were excluded from the Conversion. The 
Council, at the time, addressed a remonstrance to the 
Government on this point, but without effect. (See below, 
1897 and 1899.) 

1890.— Six per Cent. Central Dominican Railway Loan. Authorised 
Issue, £900,000. Of this amount £575,000 Bonds were 
offered for subscription on the Continent at 77 per cent, 
in November, 1890. Few Bonds, if any, are held in 
England. The objects of the Loan were to develop the 
internal resources of the country, to form a Reserve Fund, 
to extinguish the Internal Floating Debt, and to build a 
railway from Puerto Plata to Santiago. The Loan was 
guaranteed generally by the Government, and specially by 

(1) an annual subvention of £24,000 during fifty-six years ; 

(2) the receipts on the first section of the line, and a 
mortgage on the second section and rolling stock. 

1892. — Default took place on the External Loans of 1888 and 1890. 

1893. — A new Four per Cent. Consolidated Gold Debt for £2,035,000 
was created, to be applied to the Conversion of the Six 
per Cent. Loans of 1888 and 1890 (the outstanding amounts 
being £731,000 and £571,000 respectively), with arrears of 
interest amounting to 12 per cent., the whole to be converted 
at par. This, with expenses, absorbed £1,610,000 of the New 
Stock, and the balance, viz., £425,000, was to be applied to 
completing the construction of the first section of the Central 
Dominican Railway. The New Bonds were redeemable in 
sixty-six years, with an accumulative Sinking Fund of J per 
cent, per annum, and the Loan was guaranteed by the 
whole of the Customs Duties of the Republic (less 
$93,000 per month to be retained by the Government for 
Administrative expenses), and by a first mortgage on the 
line and its Revenues and accessories. The collection of the 
Customs Dues was vested in a Re*gie, controlled by the San 
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Domingo Improvement Company of New York. By the 
terms of the Arrangement it was provided that should any sus- 
pension take place in the service of the Loan, a Financial 
Commission composed of representatives nominated by the 
Governments of Great Britain, the United States, France, 
Belgium, and Holland, was to be appointed forthwith to collect 
and distribute the above-mentioned Dues. 

1895. — Four per Cent. Loan denominated "French American Re- 
clamation Consols." Authorised Issue, 84,250,000 G£8 50,000}. 
Of this amount $1,000,000 (^200,000) was publicly issued in 
Paris by the Banque Nationale de St. Domingue at 302 francs , 
per 515 franc Bond=58 M per cent. These Bonds were 
redeemable at par in 66 years by means of a Sinking Fund 
of £ per cent. The service was to be a first charge on the 
Budget, and was secured on certain port dues and import 
duties, any deficiency to be made up by the Government 
out of General Revenue. As in the case of the 1893 Loan, 
in the event of a default, an International Commission was 
to be appointed to collect and distribute the above-mentioned 
Revenues. 

1897. — The Coupons due 1st January on the 1893 Bonds were not 
paid owing to the Regie not having received sufficient funds 
for the purpose. 

A new Arrangement was made during the year, under 
which the Bonds of 1893 and 1895 were converted into a 
New Unified Loan for ,£4,236,750, divided into ^1,500,000 
Four per Cent. Bonds and ^2,736,750 Two and Three- 
quarters per Cent. Bonds, apportioned as follows:— 
^850,000 Four per Cent. Bonds to the Conversion at par of 
the French-American Reclamation Consols, and ^2,136,7 50 
Two and Three-quarters per Cent. Bonds, to the Con- 
version of the 1893 Bonds, with interest in arrear up 
to October 1st, 1897, at par, the balance of the New 
issue to be applied to the Conversion of the foreign 
and domestic Floating Debts of the Republic and to the 
expenses of the operation. Both classes of Bonds to be 
secured by a first charge on the General Customs Duties of 
the Republic and the special revenues assigned to the vaiious 
Debts included in the Arrangement. These revenues to be 
collected by the Regie under conditions similar to those 
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above specified in the case of the 1893 and 1895 Loans. The 
Four per Cent. Bonds were redeemable not later than 
October 1st, 1980, and the Two and Three-quarters per Cent. 
Bonds by October 1st, 1999, by an accumulative Sinking 
Fund commencing October 1st, 1901. If the assigned 
revenues exceeded in any year the sum of ^325,000, the 
surplus up to ,£34,200 to go to increase of interest on the 
Two and Three-quarters per Cent. Bonds up to 4 per cent. 
Any further surplus to be applied to amortisation of the same 
Bonds up to a maximum of ^6,495 P er annum. Ot the 
above issue ;£ 1,500,000 Four per Cent. Unified Bonds were 
offered to the public at 66. [In 1901, ^351,400 of the 
Unified Bonds were cancelled and returned to the Govern- 
ment.] 

An Arrangement was also made between the Council and 
the San Domingo Improvement Company for the settlement 
of the claims of the 1869 Bondholders excluded from the 
Conversion of 1888. The outstanding Bonds of 1888 were 
also to be converted into Bonds of the 1897 issue. 

1899. — Default was made by the Improvement Company in the 
payment of the interest due April 1st, 1899. 

The Bills given by the Company for the settlement of the 
claims of the 1869 Bondholders, in accordance with the 
Arrangement made with the Council on their behalf, were 
not paid at maturity, and the 1897 Bonds to be given in 
exchange for the outstanding 1888 Bonds were not delivered. 

1900. — In March, 1900, an Arrangement was made between the 
Government of Santo Domingo and the Improvement 
Company for the settlement of the Debt. This Arrangement 
provided for the funding of the interest on the Two and 
Three-quarters per Cent, and Four per Cent. Bonds of 1897 
up to April 1st, 1903. Scrip Certificates to be issued in 
exchange bearing 4 per cent, interest from 1st January, 1901. 

The interest on the Two and Three-quarters per Cent. 
Bonds to be fixed at 3 per cent, from October 1st, 1899. 

The Four per Cent. Unified Bonds belonging to the 
Government (about ,£350,000) to be cancelled. 

From April 1st, 1900, to April 1st, 1903, the Customs 
Revenues up to the amount of §2,000,000 gold annually 
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(exclusive of the export duties assigned to the redemption <& 
bank notes), to be divided and applied as follows :— 
49 per cent, to the Budget. 
3 „ to expenses of collection. 
5 „ to the payment of special " apartados." 
The 43 per cent, remaining to be apportioned as follows 
during the first year : — 

17 parts to the payment of the Interior Floating Debt. 
15 „ to the payment of the Exterior Floating Debt 
contracted by the Improvement Company. 

5 „ to the Government as an addition to the 

Budget. 

6 „ to the Government for the payment of claims 

and revolutionary expenses. 

During the second and third years the Interior Floating 
Debt was to receive 21 parts, the Exterior Floating Debt 
16 parts, and the remaining 6 parts were to go to the pay- 
ment of revolutionary expenses. 

All existing Securities and Guarantees to the Bondholders 
to be continued. 

The Government, through the Re*gie, to cancel in three 
years the debased silver coinage, and redeem the outstanding 
paper currency. 

The Improvement Company to obtain the consent of a 
majority of the Bondholders to the funding of the interest 

This arrangement fell through, as the Improvement Com- 
pany were not able to obtain the requisite consent of a 
majority of the Bondholders. 

1 901. —By a Decree dated January 12th, 1901, the Government of 
Santo Domingo took the collection of the Revenues out of 
the hands of the Improvement Company. A Commission 
was appointed by the Government to receive the proportion 
of the revenues assigned to the Bondholders under the 
Arrangement of March, 1900. 

In June an Arrangement was made with the French and 
Belgian Bondholders, of which the following were the 
chief provisions : — 

1. The Government, " during such time as the Dominican 
Republic is unable to settle in a favourable manner the 



Digitized by VjOOQ IC 



349 [Santo Domingo. 

existing financial crisis," to remit 1 5 per cent, of the Customs 
Receipts, calculated on a minimum return of $2,000,000 gold 
per annum, for the service of the External Debt, represented 
by the Four per Cent. Unified Bonds and the Two and 
Three-quarters per Cent. Obligations. 

2. Identical interest, commencing on 1st October, 1901, to 
be paid on both series of Bonds. 

3. The Coupons due 1st April, 1899, to 1st April, 1901, to 
be redeemed by a payment of $50,000 gold. 

4. Fifteen per cent, of any possible excess over $2,000,000 
gold in the Customs Receipts to be applied partly to interest 
and partly to amortisation. 

5. The service of the Debt to be secured on the Customs 
Receipts of the Port of Santo Domingo, and the Associations 
representing the Bondholders to appoint agents to receive 
the amounts due from the Financial Administration of that 
city. 

6. A further 20 per cent, of the Customs Receipts to be 
assigned to the payment of the Floating Debt and of the 
claims of the Improvement Company and its allied Com- 
panies. On the extinction of one or the other of these 
descriptions of Debts the Government to apply the said 20 
per cent, to the integral payment of the service of the 
External Debt. 

The Coupon due 1st November, 1901, on Bonds stamped 
as adhering to the Brussels Arrangement, was paid at the 
rate of 4 francs per £20 Bond, but the next Coupon went 
into default. 

The above Arrangement was not approved by the Com- 
mittee associated with the Council, who declined to recom- 
mend the English Bondholders to send in their Bonds for 
stamping. 

1903. — Under a Protocol, dated 31st January, 1903, between the 
United States Government and the Government of Santo 
Domingo it was arranged that the claims of the Improve- 
ment Company, and its affiliated Companies, should be 
referred to International Arbitration. 
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In February, the Coupon maturing April, 1902, on Bonds 
whose holders had adhered to the Brussels Arrangement of 
June, 1 90 1, was paid at fr. 3.85 per £20 Bond. 

1904. — In July the Award in the above-mentioned arbitration was 
given. (See Report below.) 



Report. 

In the Council's Annual Report for last year only a 
summary was given of the terms of the Protocol of the 
31st January, 1903, providing for the reference to Inter- 
national Arbitration of the matters in dispute between the 
Dominican Government and the Improvement Company. 
The full text of this important document is now 
appended : — 

Protocol of an Agreement between The United States of 
America and the Dominican Republic, for the Submission to 
Arbitration of certain questions as to the payment of the sum 
hereinafter agreed to be paid by the Dominican Government to 
the Government of the United States on account of the Claims 
of the San Domingo Improvement Company, of New York, a 
Corporation under the Laws of the State of New Jersey and a 
Citizen of the United States, and its allied Companies. 

(Signed at Santo Domingo City, January 31st, 1903.) 
Whereas, differences exist between the Dominican Government 
and the " San Domingo Improvement Company '* and its allied 
companies ; and 

Whereas, as the result of those differences, the interests of the 
Improvement Company and its allied companies, viz. : u The San 
Domingo Finance Company of New York/' " The Company of the 
Central Dominican Railway," both being corporations created under 
the laws of New Jersey, and the National Bank of San Domingo,! 
company originally organised under a French charter, the two latter 
companies being owned and controlled by the San Domingo Finance 
Company, are seriously affected ; and 

Whereas, it is agreed, as the basis of the present settlement, 
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that the Improvement Company and its allied Companies shall 
withdraw from the Dominican Republic, and that they shall be duly 
indemnified by the latter for the relinquishment of their rights, 
properties and interests. 

The United States of America and the Dominican Republic 
through their respective representatives, W. F. Powell, Charge' 
d'Affaires, and Juan Fco. Sanchez, Secretary of State for Foreign 
Relations, have agreed upon the following articles : 

I. — It being hereby agreed that the Dominican Government shall 
pay to the Government of the United States the sum of $4,500,000 
(four millions five hundred thousand dollars), in American gold, on 
terms to be fixed by the arbitrators, said payment to be made and 
accepted as full indemnity for the relinquishment by the companies 
above-mentioned of all their rights, properties and interests, and in 
full settU ment of all accounts, claims and differences between the 
Dominican Government and the said companies ; the terms on 
which the indemnity thus agreed upon shall be paid shall be referred 
to a Board of three Arbitrators, one to be named by the President of 
the United States, one by the President of the Dominican Republic, 
and the third by the President of the United States and the President 
of the Dominican Republic jointly ; but if, within sixty days after 
the signature of the present Protocol, the third arbitrator shall not 
have been so named, he shall then be selected by the Dominican 
Government from members of the United States Supreme Court or 
the United States Circuit Court of Appeals, from names presented. 

In case of the death, absence or incapacity of any arbitrator, or in 
the event of his ceasing or omitting to act, the vacancy shall be 
filled in the same manner as the original appointment, the period of 
sixty days to be calculated from the date of the happening of the 
vacancy. 

II. — The arbitrators shall meet in the city of Washington, within 
sixty days after the date of the appointment of the third arbitrator. 

The vote of the majority shall suffice for the decision of all 
questions submitted to the tribunal, including the final award. 

III. — Within six months after the signature of this protocol, each 
party shall present to the other and to its agent, and also to each of 
the arbitrators, two printed copies of its case, accompanied with the 
documents and evidence on which it relies, together with the affida- 
vits of their respective witnesses. 

Within a further period of two months, either party may, in like 
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manner, present a counter-case, with additional documents and 
evidence and affidavits, in reply to the case, documents and evidence 
of the other party. 

If the other party shall, in its case or counter-case, refer to any 
document in its exclusive possession without annexing a copy, it shall, 
upon the request of the other party, furnish the latter with a copy ; 
and either party may call upon the other through the arbitrators, to 
produce the originals or certified copies of any papers adduced as 
evidence. 

IV. — Within two months after the expiration of the term allowed 
for the filing of counter-cases, each Government may, by its agent, 
as well as by additional counsel, argue its cause before the arbitrators, 
bo h orally and in writing. Each side shall furnish to the other 
copies of any written arguments, and each party shall be at liberty 
to make a written reply, provided that such reply be submitted within 
the two months specified. 

V.— The Companies above mentioned shall cede and transfer to 
the Dominican Government, and the latter shall acquire from the 
Companies, the properties mentioned herein, the times, terms and 
conditions of the delivery of which shall be fixed by the arbitrators : 

i. All the rights and interests which they may possess in the 
section of the Central Dominican Railway already constructed, as 
well as all rights and interests which they may have in the extension 
of the railways from Santiago to Moca, and from Moca to San 
Francisco de Macoris. 

2. All rights and interests which they may have in the National 
Bank. 

3. All bonds of the Republic of which they may be the holders, 
the amount of which shall not exceed ,£850,000, nominal (eight hundred 
and fifty thousands sterling pounds, nominal), and shall be no 
less than £825,000 (eight hundred and twenty-five thousands sterling 
pounds nominal). 

It is understood that all these bonds are of the class bearing four 
per cent, annual interests, excepting as to ;£ 24,000 (twenty-four 
thousand sterling pounds) two and three-quarter per cent, bonds, 
which shall be accepted at the rate of sixteen 2} per cent, bonds for 
eleven 4 per cent, bonds. A list of the bonds shall accompany the 
case of the United States. 

VI.— It is agreed, as the basis of the award to be made by the 
arbitrators, that the sum specified in Article I. hereof shall be paid in 
monthly instalments, the amount and manner of collection of which 
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shall be fixed by the tribunal. The award shall bear interest from 
the date of its rendition at the rate of 

The Dominican Government having, in its recent negotiations with 
the American Companies, proposed to pay, on account of its indebted- 
ness to them, a minimum sum of $225,000 (two hundred and twenty- 
five thousand dollars) per annum, which was to be increased on a 
sliding scale, it is agreed that the Dominican Government shall, 
pending the present arbitration, and beginning with the 1st of 
January, 1903, pay to the Government of the United States for the use 
of the American Companies, the sum of $225,000 (two hundred and 
twenty-five thousand dollars) per annum, in equal monthly instal- 
ments, the aggregate amount so paid, at the date of the award, to be 
taken into account by the arbitrators. 

VII. — The award of the tribunal shall be rendered within a year 
from the date of the signature of the present protocol. It shall be in 
writing, and shall be final and conclusive. 

VIII. — Reasonable compensation to the arbitrators for their services 
and all expenses incident to the arbitration, including the cost of such 
clerical aid as may be necessary, shall be paid by the Governments in 
equal moieties. 

Done in quadruplicate, in English and Spanish, at San Domingo 
City, this 31st day of January, 1903. 

(Seal) JNO. FCO. SANCHEZ, 

Ministro de Relatione s Exteriores. 

(Seal) W. F. POWELL, 

Ciargi d* Affaires. 

Agreement to the Naming of Arbitrators. 

It is hereby agreed, on the part of the Dominican Government, 
through Juan Francisco Sanchez, Secretary of State for Foreign 
Relations, and the Charge* d'Affaires of the United States of North 
America, in the person of W. F. Powell, each acting for his respec- 
tive Government, that neither of the signatory parties to this 
Protocol for International Arbitration, to which has been referred 
certain disagreements existing between the Dominican Government 
on the one side, and the Santo Domingo Improvement Company on 
the other, shall name its Arbitrator, as stated in said Protocol, until 
after a period of ninety (00) Hays from the date of signing the same, 
in order to allow the Dominican Government to come 10 an ogree- 

Z 
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mcnt with the Santo Domingo Improvement Company, and the date 
referred to in the appointment of the third Arbitrator shall bear same 
as that expressed above. 

To the above we agree, and with good faith to carry the same into 
effect, have hereunto affixed out names and attached thereto the 
Seals of our respective Offices. 

Done this 31st day of January, 1903. 

(Seal) JNO. FCO. SANCHEZ, 

Secretary of State for Foreign Relations 
of the Republic of San Domingo. 

W. F. POWELL (Seal), 

Charge d 1 Affaires of the United 
States of North America. 

The Hon. J. G. Carlisle having been named as Arbi- 
trator by the United States Government, and Seftor M. de 
J. Galvan by the Dominican Government, the Hon. 
Justice Gray was appointed Umpire. Some delay oc- 
curred owing to further revolutionary troubles in the 
island, the Government of General Woss y Gil being 
overthrown by General Morales. The award of the 
Arbitrators was delivered on the 14th July. 

The text of the A\vard is as follows : — 

Award of the Commission of Arbitration under the Provisions of the 
Protocol of January 31, 1903, between the United States of 
America and The Dominican Republic, for the Settlement 
of the Claims of the San Domingo Improvement Company of 
New York and its Allied Companies. 

Whereas, by a Protocol of Agreement between the United States 
of America and the Dominican Republic, concluded at Santo 
Domingo City, January 31, 1903, it was agreed that the Dominican 
Government should pay to the Government of the United States the 
sum of Four Million, Five hundred thousand dollars ($4,500,000), in 

merican gold, as full indemnity for the relinquishment by The San 
Domingo Improvement Company of New York, The San Domingo 
Finance Company of New York, The Company of the Central 
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Dominican Railway and the National Bank of San Domingo, of all 
their rights, properties and interests and in full settlement of all 
accounts, claims and differences between the Dominican Government 
and the said Companies, and that the terms, on which the indemnity 
thus agreed upon should be paid, should be referred to a board of 
three arbitrators, one to be named by the President of the United 
States, one by the President of the Dominican Republic and the 
third by the President of the United States and the President of the 
Dominican Republic jointly, or, in case they should fail so to name 
him, by the President of the Dominican Republic from certain speci- 
fied members of the United States Supreme Court or the United 
States Circuit Court of Appeals ; 

Whereas, for the purpose of carrying into effect the said Protocol, 
the undersigned arbitrators were appointed, viz. : By the President of 
the United States, John G. Carlisle ; by the President of the 
Dominican Republic, Don Manuel de J. Galvan ; and, as third arbi- 
trator, by nomination of the President of the Dominican Republic, 
George Gray, one of the specified members of the United States 
Circuit Court of Appeals ; and 

Whereas, the said arbitrators, duly organised under the said Pro- 
tocol as a Board of Arbitration, have received and considered the 
cases and countercases and the arguments filed thereunder by the 
contracting parties through their respective agents and counsel ; 

The Board of Arbitration does now adjudge and award, as the 
terms on which the indemnity above mentioned shall be paid and the 
times, terms and conditions on which the aforesaid Companies shall 
relinquish all their rights, properties and interests, mentioned in 
Article V. of said Protocol, and withdraw from the Dominican Repub- 
lic, thus constituting a full settlement of all accounts, claims and 
differences between the Dominican Government and the said Com- 
panies, the following : 

Article i. 

Time of Delivery of Properties. 

(a) Within ninety days from the making of this award, all rights 
and interests which the said Companies have in the National Bank 
of San Domingo, consisting of Six thousand Three hundred and thirty- 
eight (6,338) shares of the capital stock thereof, shall be delivered by 
said Companies to the Dominican Government, on said Government 
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giving to the Companies a release by the Bank of all claims against 
them. 

(b) When the Dominican Government shall have paid to the 
United States the sum of One Million Five hundred thousand dollars 
($1,500,000), part of the said principal debt, the said Companies 
shall deliver to the Dominican Government all the shares of the 
Company of the Central Dominican Railway, which shall represent, 
include and carry, all the rights and Interests in said Railway, re- 
ferred to in paragraph 1 of Article V. of said Protocol, and will 
simultaneously deliver over the full possession of said Railway, which 
shall be free of all debts, fixed or floating, of the said Companies, 
and which shall be at least in as good condition physically as it now 
is, less wear and tear and damage by accident or acts of God or 
public disturbance or the foreign enemy. 

The cost of restoring the Railway from damage occurring in the 
meantime from any of such causes, shall be first chargeable upon the 
net profits of the year, and any excess of such cost shall be paid by 
the Dominican Government out of its Treasury in the same manner 
as hereinafter described in Article 4. 

If such payment of One Million Five hundred thousand dollars 
($1,500,000), or any part thereof, shall be made by the Government, 
other than by the monthly instalments hereinafter provided, such 
monthly instalments shall, nevertheless, continue as herein provided. 

(<•) When the principal of said debt of Four Million Five hun- 
dred thousand dollars ($4,500,000) shall have been reduced to Two 
Million Seventy-six thousand Six hundred and thirty-five dollars 
($2,076,635), then shall begin the delivery of the Bonds of the 
Dominican Republic mentioned in paragraph 3 of Article V. of the 
Protocol of the amount of Eight hundred and thirty thousand Six 
hundred and fifty-four pounds sterling (^830,654). The Bonds to be 
delivered shall not include any of the Three hundred and fifty-one 
thousand Four hundred pounds sterling (^351,400) of Unified Scrip, 
admitted by the Companies to be the property of the Dominican 
Republic and heretofore tendered by the Companies to the Dominican 
Government, under the provisions of Article 6 of the contract of April 
18, 1900 ; and the said Three hundred and fifty-one thousand Four 
hundred pounds sterling G£35 1,400) of Unified Scrip shall be 
delivered to the Dominican Government within thirty days from the 
date of this award. With regard to the delivery of the amount of 
hight hundred and thi»ty thousand Six hundred and fifty-four pounds 
sterling (,£830,654) of Bonds, exclusive of the Three hundred and 
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fifty-one thousand Four hundred pounds sterling (^351,400) admitted 
to be the property of the Dominican Republic, this is understood to 
constitute a guarantee on the part of the Companies that there are 
outstanding not more than One Million One hundred and forty-eight 
thousand Six hundred pounds sterling G£ 1,148,600) of 4 per centum 
obligations, including French - American Reclamation Consols 
(stamped and unstamped), Unified 4 per centum Scrip, and the 4 per 
centum Bonds embraced in the Eight hundred and thirty thousand 
Six hundred and fifty-four pounds sterling (£830,654) of Bonds to be 
delivered under this award, and that, if any Bonds of the issues of 
1888, 1800 or 1893, shall hereafter be presented for conversion, the 
Companies will protect the Dominican Government. The delivery of 
the Bonds by said Companies to the Dominican Government shall 
be in monthly instalments pro rata to the payments of principal made 
to the United States, so that One thousand dollars ($1,000) or Two 
hundred pounds sterling (£200) of Bonds shall be delivered for each 
Five hundred dollars ($500) of principal debt paid. 

Article 2. 
Rate of Interest. 
The principal sum of Four Million Four hundred and eighty-one 
thousand Two hundred and fifty dollars ($4,481,250) and any and all 
balances thereof due and payable to the United States by the 
Dominican Government shall bear interest from the date of this 
award, at the rate of 4 per centum per annum. All payments made 
shall be applied first to the interest accrued. 

Article 3. 
Amount of Monthly Instalments. 
Said principal and interest shall be payable in monthly instalments 
of Thirty-seven thousand Five hundred dollars ($37,500) each, during 
the first two years, and of Forty-one thousand Six hundred and 
sixty-six dollars and sixty-six cents. ($41,666.66) each, thereafter, to 
the Financial Agent of the United States, on the first day of each 
month, beginning with the month of September, 1904, and shall be 
made in gold coin or currency of the United States, or in such good 
bills of exchange as shall be acceptable to said Agent. In the 
former case, the cost of shipment to New York, and in the latter 
case the discount to maturity and charges incident to the collection 
of such bills of exchange, shall be added to the amount of the 
monthly instalment. 
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The net profits of the operations of said Railway, until its delivery 
under Article i hereof, during each year, beginning from the first day 
of July, 1904, as shall annually be stated by its General Manager, 
shall be and constitute a further credit upon said principal debt. 

Article 4. 
Security and Mode of Collection. 

Security: The s>aid debt and interest and the monthly payments 
thereof, as herein determined, shall be secured as follows :— 

The Customs Revenues and Poit Dues of the ports of entry or 
custom houses of Puerto Plata, Sanchez, Samana and Momecristy, 
and of all other ports of entry or custom houses now existing or 
which may hereafter be established, on the coast or in tlie intenor, 
north of eighteen degrees and forty-five minutes of North Latitude, 
and east of the Haitian boundary, are hereby assigned and designated 
as security for the payment of the debt and interest herein mentioned. 

Until payment of the said debt and interest, the tariff of Customs 
Duties and Port Dues now prevailing shall not be reduced in any 
case or to any person more than 20 per centum, without the 
consent of the United States. 

The said debt and interest shall also constitute a first lien upon the 
Central Dominican Railway, until its delivery to the Dominican 
Republic as provided in this Award. 

Mode of Collection : The United States shall appoint a Financial 
Agent, who shall establish an office in the Dominican Republic. 

In case of failure to receive during any month the sum then due, 
the said Financial Agent shall have full power and authority, by him- 
self or by his appointees, to forthwith enter into possession of the 
Custom House at Puerto Plata in the first instance, and to assume 
charge of the collection of the Customs Duties and Port Dues at that 
port, and, to that end shall fix and determine those Duties and Dues 
and enforce their payment, possessing and exercising all the present 
powers of the '* Interventor de Aduana " and of the " Administrador 
de Hacienda 1 ' and of all other officials authorised by law to participate 
in the collection and determination of Duties and Dues and the en- 
forcement of their payment. 

Said Financial Agent shall have power from time to time to 
appoint subordinate officials and employees. The Customs Duties 
and Port Dues shall be paid to him or to his appointees directly by 
the exporters and importers or other persons liable therefor in cash or 
in pagare's drawn to the order of said Financial Agent or his 
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appointees, and such payment, and such payment alone, shall operate 
as a release of the goods and as a discharge of such importers and 
exporters and other persons from the liability for payment of such 
Customs Duties and Port Dues. 

The Dominican Government may appoint such officials as it may 
deem proper for the purpose of inspecting the collection of duties. 

Out of the sums collected by the Financial Agent and his appointees 
the said Agent shall pay in the following order : — 
(a) The expenses of collection. 
(£) The Special Apartados, as follows :— 
Port of Puerto Plata : 
Wharf Concession ; 
Freight Concession ; 
Personal duties ; 
Old Foreign Debt, one and one-half (i£) per centum of 

import duties ; 
Colon', one-half (£) per centum of import and export duties. 
Port of Samana : 
Wharf Concession ; 
Old Foreign Debt, one and one-half (i$) per centum of 

import duties ; 
Colon, one-half (J) per centum on import and export duties. 
Port of Sanchez : 
Wharf Concession ; 
Samand-Santiago railway concession, seven (7; per centum 

of import duties ; 
Macoris branch railway concession, two (2) per centum of 

customs receipts ; 
Old Foreign Debt, one and one-half (ij) per centum of 

import duties ; 
Colon, one-half (J) per centum import and export duties. 
Port of Montecristy : 

Improvement River Yaque Concession ; 

" Gobernaci6n " ; 

Old Foreign Debt, one and one-half (i^) per centum of import 

duties ; 
Colon, one-half (i) per centum of import and export duties. 
(c) The sums due under this Award. 
\d) "Deuda Flotante Interior" and "Deuda Flotante Vicini/'each 

five (5) per centum. 
The excess, if any, after said payments, shall be paid over by said 
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Financial Agent to the Minister of Hacienda of the Dominican 
Government at the time recognised by the United States or to his 
order. And the said Financial Agent shall render monthly an 
■ ccount of his collections and disbursements to the said Minister of 
Hacienda. He shall not be obstructed in the peaceful exercise of 
bis duties under this Award. 

In case the sums collected at Puerto Plata shall at any time be 
insufficient for the payment of the amounts due hereunder, or in 
case of any other manifest necessity, or if the Dominican Government 
shall so request, the said Financial Agent or his appointees shall 
have and exercise at Sanchez, Samana and Montecristy, and at any 
•or all of the ports of entry or custom houses within the territorial 
limits above described, all the rights and powers vested in him or 
■them by this Award in respect of the port of Puerto Plata. 

This possession, power and duty shall continue until six months 
after all arrears hereunder shall have been paid, and further, until 
the Dominican Government requests the restoration of the status quo 
ante; but said Financial Agent and his appointees shall re-enter said 
custom houses and resume the exercise of all the powers and 
authoi ity as above described, at any subsequent time when a like 
default in payment shall be made by the Dominican Government. 

To the end that the capacity of the Dominican Republic punctually 
to make the payments required by this Award shall not hereafter be 
impaired, the Financial Agent herein mentioned shall act as Financial 
Adviser to the Dominican Government, in all matters affecting its 
ability to pay this Award. 

Article 5. 
In the month of January in each year the Dominican Government 
shall make up, in accord with the Financial Agent herein mentioned, 
a statement showing the total fiscal revenues of the Republic for the 
preceding year. 

Article 6. 
The salaries and necessary travelling and other expenses of the 
Financial Agent and his appointees shall be paid by the Dominican 
Government in monthly instalments in the same manner and with 
the same security as the monthly instalments of debt provided herein 
by Article 4. 

Article 7. 
In addition to the monthly instalment of Thirty-seven thousand 
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Bve hundred dollars ($37,500) provided for in Article 3, there shall be 
paid to the Financial Agent, during the month of August, 1904, a sum 
sufficient to pay a equal moiety of the compensation of the arbitrators, 
and an equal moiety of all expenses of this arbitration, being the 
amount for which the Dominican Republic is liable under Article VIII. 
of the Protocol, which amounts shall be certified to the Dominican 
Government by the Department of State of the United States of 
America. 

And in case of the failure to pay said amount, or any part thereof, 
during the said month of August, the Financial Agent shall have and 
exercise in the collection thereof, the same powers as hereinbefore 
conferred upon him in case of default in the payment of the said 
monthly instalments on the principal and interest of said debt. 

This Award is given and rendered at Washington, on this fourteenth 
day of July, in the year one thousand nine hundred and four. 

In witness whereof we have hereunto affixed our hands and 
seals. 

Geo. Gray, [Seal] 

President 

John G. Carlisle. [Seal] 

Manuel de J. Galvan. [Seal] 



It will be seen that the award is entirely favourable to 
the Improvement Company and that the security to be 
given by the Dominican Government is of a very stringent 
character. It is hoped that a settlement with the Bond- 
holders, the representation of whose interests has been 
confided to the Council, may be shortly effected. 

The Council understand that, owing to the disturbed 
state of the country throughout the period which has 
elapsed since the publication of their last Report, no 
official information has been published with regard to the 
financial or economic situation of the Republic. 

The following information is extracted from the " Case 
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of the United States," submitted to the Arbitration Com- 
mission : — 

1900-1. 

Estimated Revenue ... ... $1,704,500 

„ Expenditure 1,704,500 

On the side of Revenue these estimates included 
$1,700,000 in respect of Customs Receipts, whilst under 
Expenditure the assignment for the service of Debts 
amounted to $782,000. 

This Budget was originally promulgated for the year 
ending 30th April, 1901, but was subsequently extended 
up to the 30th June, 1901. 

The actual receipts during the whole period of fourteen 
months amounted to $2,938,676. 

No information is available concerning Expenditure 
beyond the fact that in the fourteen months a sum of 
$552,678 was paid on account of the Service of Debts. 

According to the Report of the Finance Minister this 
budgetary period closed with a deficit of $73,151. 

1901-2. 

Estimated Revenue ... $2,038,440 

„ Expenditure 2,038,440 

Of the Revenue receipts those to be derived from the 
Customs were estimated at $2,000,000, and under the head 
of Expenditure the appropriation for the Debt Service was 
fixed at $800,000. 

This Budget was afterwards limited to the eleven months 
from 1st July, 1901, to 31st May, 1902. 

During this period the actual receipts amounted to 
$1,584,566, of which the Government kept $1,339,014 f° r 
its own purposes. This Budgetary period is said to have 
closed with a deficit of $184,623. 
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1902-3. 

Estimated Revenue $1,910,000 

,, Expenditure ; .. ... 1,910,000* 

The estimated product of the Customs for this year 
amounted to $1,854,000 and the proposed Expenditure 
included $988,917 for the Debt Service. 

The actual receipts during this financial year are given 
at $1,663,575, of which the Government kept $1,435,875 
for its own purposes. 

The document from which the above information is 
derived also contains an approximate statement of the 
total indebtedness of Santo Domingo which is reproduced 
below in a condensed form : — 

$ gold. 
Foreign Bonds (less those to be delivered to the 

Dominican Government under the Protocol, 

say ^825,000) £3,060,350, say 14,842,697 

Improvement Company Debt ... 4,500,000 

General Internal Floating Debt 1,674,644 

Special „ „ „ i,55 2 >9°o 

Bills of the National Bank ; about $1,500,000 

nominal at average redemption price 215,000 

International Claims ... ... 373ii46 

Unclassified Internal Debt ; estimated at ... 1,000,000 
Arrears of interest under French-Belgian contract, 

about 475,000 

Arrears of instalments under Protocol with United 

States for benefit of Improvement Company 225,000 

Total $24,643,387 



•According to the Budget published in the Gaceta Official, of 31st May, 190a, and repro- 
duced on page 351 of the Council's Report for 1901-2, the Estimated Expenditure amounted 
to $1,721,500. 
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SPAIN. 



External Debt. 

Outstanding 
1st July, I9<H- 

Four per Cent. Perpetual Exterior Debt 

Sealed Bonds (1,013,292,100 pesetas), say £40,210,004 



Spanish Committee. 



Right Hon. Lord Avebury. 

Chairman, 
W. H. Bishop, Esq. 
M. Castello, Esq. 
E. Cazenove, Esq. 
C. T. D. Crews, Esq. 
Henry I. Fotherby, Esq., M.D. 



Hon. Sir C. W.Fremantie,K.CB. 

C. Surgey, Esq. 

W. Trotter, Esq. 

Gen. Sir Luthei Vaughan,K.C.B. 

Secretary, 
James P. Cooper, Esq. 



Area (including Canary Islands and 

Possessions on African Coast) ... 197,670 square miles. 
Population (Census of 1900) 18,618,086 



Capital, Madrid. Population . 
External Debt per head 



Reigning Sovereign 

British Ambassador in Spain 



539,835 
£2. 3s. 2d. 



... Alfonso XIII. 
... Sir Edwin H. Egcrton, 
G.C.M.G., K.CB. 
Spanish Ambassador in Great Britain Duque de Mandas. 
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History of the Debt (Foreign). 

The earlier foreign liabilities of Spain appear to have resulted from 
financial operations with France, Great Britain and Holland, conse- 
quent upon the expenses of various wars. These liabilities were 
subsequently liquidated and settled by different treaties. 

1 820-23.— During this period the Constitutional Government 
negotiated Five per Cent. "Cortes" Loans in Paris and 
London, to an aggregate amount of about ,£21,000,000. On 
the re-establishment of absolute power by Ferdinand VII. 
in October, 1823, these Loans were repudiated, and not fully 
recognised until the death of that sovereign in 1833, though 
during his reign other foreign liabilities were incurred which 
considerably increased the total Debt. 

1834. — According to an official statement, the capital of the External 
Debt, including the above " Cortes '' Loans unconverted, 
amounted to ^42,040,000. With the exception of the British 
and French Indemnity Bonds, issued in 1828, and represent- 
ing ^3,457,000, the Debt was made convertible into "Active" 
Five per Cent. Bonds and " Passive * Bonds by a decree 
promulgated in this year. The " Active " Bonds were issued 
in respect of 66$ per cent, of the original capital, and were to 
bear interest at once. The " Passive " Bonds, issued against 
the remaining 33J per cent, were to bear no interest, but a 
sufficient amount thereof was, from 1836, to be converted to 
replace the " Active " Bonds, cancelled by a Sinking Fund 
of J per cent. At the same time ^7,456,000 Five per Cent. 
" Active v Bonds (calculated to produce about ^4,000,000) 
were issued through Messrs. Ardoin & Ricardo in Paris. 
Further, the arrears of interest since 1824 on the "Cortes" 
Loans were funded into " Deferred " Bonds, which were to 
be converted into " Active " Five per Cent. Bonds by twelve 
annual drawings, commencing in 1838. The total amount 
of " Active," " Passive " and " Deferred " Bonds created was 
^69,235,100. 

1837. — Default took place owing to the Civil War. 

1841. — In this year the arrears on the "Active" Bonds since 1837 
were funded into a 3 per cent, stock, upon which interest 
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was regularly paid up to December, 1872. The subsequent 
coupons on the "Active" Bonds, however, remained in 
default up to 1 85 1. 

185 1. — A Law was passed to carry out a general settlement of the 
Debt, with the exception of the Three per Cent. Bonds of 
1841. By this settlement the whole of the Active Five per 
Cent. Bonds and 50 per cent, of the arrears of overdue 
interest accrued since 1841 were converted into New 
Deferred Bonds, bearing interest at 1 per cent, for the 
first four years, rising thereafter by £ per cent, every second 
year up to a maximum of 3 per cent. This maximum was 
reached in 1870, and duly paid till the end of 1872. The 
Bondholders converted under protest, and issued "Certifi- 
cates " for the remaining 50 per cent, of arrears of overdue 
interest which had been confiscated by the Government. 

1857.— Three per Cent. Bonds. Amount, ^7,545,600. Issued to 
produce a sum of ^3,000,000, part of a loan of ,£5,000,000, 
which was authorised by a law of 1855, an< * the balance of 
which formed an Internal issue. These Bonds appear to 
have been negotiated in Paris, and, owing to the above 
confiscation of arrears, were not quoted on the London 
market. 

1867. — The " Certificates " referred to above were converted into 
Three per Cent. Bonds at the rate of ^55. 1 is. 4d. per ^100 
"Certificate'' issued, and the Passive Bonds, issued in 1834, 
which had not been already absorbed by purchases of 
National Lands, were also converted into this Stock at the 
rate of ^510 Three per Cent. Bonds for ^340 Passive Bonds, 
plus /95. 4s. in cash. 

1869. — Three per Cent. Bonds. Amount, ^43,623,200. Issued 
in virtue of Laws of 1867 and 1869, which authorised the 
raising of Loans to produce ^4,000,000 and ^10,000,000 
respectively. 

1870.— Five per Cent. Loan of ^'2,318,100. (Known as the Quick- 
silver Loan.) Issued at 80 per cent, by Messrs. RothschiW 
& Sons. Secured on an annuity of ^150,000, payable out 
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of the proceeds of Quicksilver from the Almaden Mines. 
Extinguished in 1900. 

1 87 1. — Three per Cent. Bonds. Amount, £ 19,654,900. Issued 
under the provisions of a Law which authorised the con- 
tracting of a Loan to produce ^6,000,000. The Govern- 
ment attempted to put a tax of 18 per cent, on the interest 
of the whole Debt, Internal as well as External, but the 
measure was abandoned. 

1872. — A temporary Arrangement was accepted by the Bondholders in 
May. It was agreed that the fourteen Coupons, June, 1872, 
to December, 1879, should be paid two-thirds in cash and one- 
third in 5 per cent. Bonds, redeemable at par by a 1 per 
cent. Sinking Fund. Changes of Ministry occurred, how- 
ever, immediately, and the new Government modified this 
Arrangement considerably by insisting that the ten Coupons 
on the Debt from the 31st December, 1872, inclusive, were 
to be paid, two-thirds in cash and one-third in Three 
per Cent. Stock at the price of 50 per cent. The Coupons 
due 30th June, 31st December. 1873, and 3 otn June, 1874, 
were not, however, paid. 

1872. — Three per Cent. Bonds. Amount, ^32,968,700. Issued to 
produce ^10,000,000. 

1875. — ^ De Coupons overdue to June, 1874, were ordered by the King 
to be liquidated, as to 30 per cent, of their value in Rio 
Tinto Five per Cent. Bonds, and as to the remaining 70 per 
cent, in Spanish External Bonds at 40 per cent. The Rio 
Tinto Bonds were issued against Coupons by the Rio Tinto 
Company, in discharge of Paganb given by them to the 
Government as security for the payment of an annuity of 
;£ 176,000 for twenty years from 1875. They were extinguished 
in 1882. 

1876. — In June of this year the Council, on behalf of the Bond- 
holders, accepted a Provisional Arrangement of the Debt 
on tjie following bases : — 

Interest on the outstanding External Debt to be paid at 
the following reduced rates :— 

Coupons payable 30th June, 1877, at \ per cent, for six 
months. 
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Coupons payable 31st December, 1877, to 30th June, 1881, 

at 1 per cent, per annum. 
Coupons payable 31st December, 1 881, to 30th June, 1882, 

at ii per cent, per annum. 
The half-yearly Coupons due 31st December, 1874, to 31st 

December, 1876, to be paid in New External Bonds, 

bearing 2 per cent, interest, and redeemable in 15 

years at 50 per cent. 

1 88 1. — Four per Cent. Redeemable Debt. Amount, ,£72,000,000, 
redeemable in 42 years. Its object was the conversion of a 
variety of Internal Bonds. It was not quoted on the London 
market. 

1882.— The holders of the Consolidated Three per Cent. Internal 
Bonds having accepted, during the course of this year, a 
proposal for the conversion of their Stock into Four per 
Cent. Perpetual Debt at ^43. 1 5s. per cent., a similar pro- 
posal was made to the holders of the Consolidated Three per 
Cent. External Bonds, which was rejected. A compromise 
was, however, shortly afterwards effected, by which the 
External Bondholders were to receive a further commission of 
1 per cent, conditionally upon their Bonds being deposited 
during the first two months of the six allowed for conversion, 
thus bringing the rate at which the Bonds were converted 
to ^44. 12s. 6d. Until June, 1883, when the full rate of 
4 per cent, came into force, the interest on the new stock 
was 2$ per cent., corresponding to ii per cent, on the old 
3 per cent. Bonds. 

The foregoing arrangement was accepted by the Bond- 
holders subject to the new Bonds being free from Spanish 
taxation, a condition which was embodied in a special 
Declaration, signed by the Spanish Ambassador in London 
on behalf of the Minister of Finance and by the Chairman 
of the Council on behalf of the Bondholders. 

1898-9.— By a Law dated May 17th, 1898, the Government were 
authorised to convert the Exterior Debt into Interior Debt 
with a bonus of 10 per cent. This Conversion was to be 
voluntary. Under the same Law, and Royal Deciees dated 
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June 20th and 25th, and August 9th, 1898, the Coupons due 
October 1st, and subsequently, on the Exterior Debt were 
only to be paid in francs, marks, or sterling in respect of 
Bonds which could be proved to be the bond, fide property of 
other than Spanish subjects. All such Bonds were to be 
registered and sealed. The further sealing of Exterior 
Bonds was discontinued by a Royal Decree of May 13th, 
1899. The interest on Exterior unsealed Bonds and on 
sealed Bonds held by Spanish subjects, was to be paid in 
pesetas. 

1899. — Under a special Law passed in June, the Coupons due 1st July, 
1899, on the unsealed Four per Cent. Exterior Debt, Four per 
Cent Interior Debt, and the Four per Cent. Redeemable 
Debt, were paid in pesetas less a tax of 20 per cent. The 
Coupons on the sealed Bonds of the Exterior Debt were 
paid in full in francs, marks, or sterling under the provisions 
of the above-named Law and Decrees. 

In August a general Law was passed authorising the 
Government to impose the above 20 per cent, tax on the 
interest of the Internal Debt, and to negotiate a modification 
of the Declaration of 1882 with the Council of Foreign 
Bondholders, in order that the Coupons of the Sealed 
Exterior Bonds might be subjected to the same tax. 

The amortisation of the Four per Cent. Redeemable Debt 
was suspended. 

190a — In March of this year the Law of August, 1899, was confirmed 
by a further enactment containing similar provisions as 
regards the Sealed Exterior Bonds. In virtue of these 
Laws the Spanish Government sent representatives to 
London to negotiate with the Council, with a view to 
obtaining the abrogation of the Declaration of 1882. The 
Committee declined to entertain the proposal, and the 
Government thereupon invited the various Committees 
representing the Bondholders to send Delegates to a 
Conference in Paris. An ad referendum agreement was 
drawn up which provided for the reduction of the interest 
to 3$ per cent, and the institution of a J per cent, 
accumulative Sinking Fund, to be applied by drawings at 
par. Further, in the event of the tax on the interest of the 
A A 
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Internal Debt being decreased or suppressed, the interest 
on the External Debt was to be increased proportionately 
up to a maximum of 4 per cent. The arrangement was 
accepted by the Bondholders, but not having been approved 
by the Legislature within the stipulated time, viz., January 
1 st, 1901, the proposals lapsed. The Government have, 
however, continued to pay the full interest of 4 per cent. 

1 901. — In August a Royal Order was published providing for tbc 
sealing of such Exterior Bonds belonging to foreigners as 
had been purchased before May 13th, 1899, up to October 
31st. In November a Law was passed for the forced 
conversion, before February 1st, 1902, of the Unsealed 
Exterior Bonds into Four per Cent. Perpetual Internal 
Stock, with a bonus of 10 per cent. 

1902. — By a Decree promulgated in June, it was provided that the 
Coupons of the Sealed External Debt might be exchanged 
at the Financial Delegations abroad against Customs Certifi- 
cates of like value, which would be receivable for Customs 
Duties payable in gold. 



Report. 

The Service of the Spanish External Debt has been 
carried out with entire regularity during the past year. 

Comparatively few events of importance have occurred 
in connection with Spanish Finance since the publication 
of the Council's last Report, In October, Seflor Villaverde, 
the then Premier, introduced into the Cortes a Bill, 
which had for its principal objects the improvement 
of J the rate of exchange and the liquidation of the 
Colonial Floating Debt. The Bill itself was pre- 
ceded by an elaborate review of the vvhole exchange 
question. Owing, however, to the resignation of the 
YiHaverde Ministry early in December last, this Bill was 
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not proceeded with, and the table of exchange given 
below shows that the tendency of the rate has, on the 
whole, been in an upward direction during the last 
seven or eight months. 

The Council cannot but feel that any amelioration in 
the situation by the introduction of the various artificial 
measures which have been suggested from time to time 
. can scarcely be durable. Any real improvement should rest 
upon the solid foundation of restored public confidence 
and increased investments in reproductive industries. 

In the new Cabinet formed by Seftor Maura, Seftor de 
Osma was appointed Minister of Finance. For the 
moment, Seftor de Osma's efforts appear to be more 
especially directed towards a partial readjustment of 
the burden of taxation calculated to afford relief to the 
poorer classes. In the course of a note prefixed to the 
Statement of Accounts for 1903, the Budget for 1905, 
etc., Seftor de Osma drew attention to the various 
circumstances illustrating the progress achieved by Spain, 
amongst which were the continuous growth of the Revenue 
Receipts and the development of national wealth, and he 
asserted that the solvency of the country could not be 
called in question. At the same time, he pointed out 
that in international commercial relations Spanish labour 
was at a disadvantage. The dearness of food was in many 
cases a severe strain upon individual resources and wages, 
inasmuch as the purchasing power of the latter had been 
diminished by the depreciation of the currency, and they 
had not as yet accommodated themselves to the new con- 
ditions which had already enhanced the price of articles of 
primary necessity. 

As there is na doubt that a readjustment of taxation is 

AA 2 
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urgently required, the Council hope that Seftor de Osma's 
efforts to institute reforms may meet with the success 
which they deserve. 

Revenue and Expenditure. 

Final Liquidation of the Budget of 1902. 

A Report of the "Tribunal of Accounts," giving an 
analysis of the final liquidation of the Budget of 1902, 
was published in the Gaceta de Madrid on the 26th Janu- 
ary, 1904. This document shows that, excluding the item 
" Municipal Surcharges " from both sides of the account, the 
actual Receipts in 1902 amounted to pesetas 1,013,271,067, 
and the actual Expenditure to pesetas 966,210,024. The 
financial year, therefore, closed with a surplus of pesetas 
471063,043. The Report also states that the accumulated 
arrears of Revenue and Expenditure due respectively to 
and by the State at the close of 1902 amounted respec- 
tively to pesetas 710,569,148 and pesetas 414,850,026. 
Whether these figures represent the actual totals seems, 
however, to be open to question, as a certain amount is 
apparently " annulled " or written off each year from 
each side of the account. 

Provisional Liquidation of the Budget 
of 1903. 

The Estimates of Revenue and Expenditure for 1903, 
which were promulgated by Royal Decree on the 31st 
December, 1902, placed the Revenue at pesetas 969,337,257, 
and the Expenditure at pesetas 958,231,313. The voting 
of additional credits in the course of the year, and other 
modifications, however, brought up the total of the final 
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Estimates, including the Municipal Surcharges, to pesetas 
1,038429,502 for Revenue and pesetas 1,090,083,257 for 
Expenditure. 

The returns shown in the following Tables are only 
provisional, and the definitive liquidation of accounts for 
1903 will not be published until a later date. 

REVENUE, 1903. 
(Fractions omitted. ) 



Donations and Direct 

Contributions 
Indirect Contributions 
Monopolies, etc. 
State Properties : 

Income 

Sales 

Resources of the Trea- 
sury 


As per 
Amended 
Estimates. 


As per Accounts 
passed. 


Actual 
Receipts. 


Pesetas. 

413,308,203 
33»,752,8i7 
163585,702 

20,710,858 
8,418,847 

26,602,125 


Pesetas. 

446,089,688 
366,018,525 
173530,445 

19,278,661 
2,089,327 

22,674,266 


Pesetas. 

406,981,612 
350499,040 
173,490,294 

17,599,012 
1,906,803 

22,674,055 


Total ... 


971,378,555 

59,958,015 
7452,932 


1,029,680,914 

59,598,015 
7,452,932 


973,150,819 

59,598,015 
6,294,878 


Closed Budgets 
Municipal Surcharges 


Grand Total ... 


1,038,429,502 


1,096,731,862 


1,039,043,713 
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EXPENDITURE, 1903. 
(Fractions omitted.) 





As per 


As per 


Payments 






Amended 


Accounts 


actually 






Estimates. 


passed. 


effected 




General Obligations 


Pesetas. 


Pesetas. 


Pesetas. 


of the State. 










Royal Household 


9,200,000 


9,200,000 


9,012,500 




Legislative Bodies 


1,838,085 


1,838,085 


1,838,085 




Public Debt 


481,512,245 


467,212,147 


440,281,129 




Sundry recognised Obli- 










gations 


1,367,791 


i»367,79i 


1,189,478 




Pensions, etc 


73,679358 


72,619,525 


72,619,525 




Obligations of Minis- 










terial Departments. 










Presidency of the Council 










of Ministers 


772,883 


742,885 


742,885 




Ministry of State 


5,334,662 


5,053.8i2 


4,241,262 




,, ,, Grace and Jus- 










tice 


55,000,550 


54,010,229 


53,564.779 




„ „ War 


153.180,235 


148,125,198 


144,232,153 




,, ,, Marine 


32,544,473 


31,616,283 


30,605,275 




,, ,, Government.. 


53,221,768 


51,814,744 


50,545,220 




,, ,, Publiclnstruc- 










tion & Fine 










Arts 


43,834,618 


41,737,220 


41,190,992 




„ „ Agriculture, 










1 ndustry, 










Commerce, 










and Public 










Works 


76,652,369 


72,340,432 


70,996,623 




,, ,, Finance 


19,479,295 


16,351,228 


15,939.436 




Cost of Collecting Re- 










venue 


33»*38,595« 


32,813,346 


31,901,666 




Spanish Possessions in the 










Gulf of Guinea 


2,000,000 


2,000,000 


2,000,000 




Total 


1,042,956,433 
39,369,178 


1,008,842,932 
39, 369, '78 


970,901,014 
39,369,178 




Closed Budgets 




Municipal Surcharges ... 
Grand Total 


7,757,645 
1,090,083.257 


7,757,645 


6,425.95" 




1,055,969,756 


1,016,696,145 
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The Municipal Surcharges being," as far as the State 
Budget is concerned, mere book-keeping entries, the 
amounts shown under this head in the above Tables 
should be deducted in order to arrive at the true returns 
of Revenue and Expenditure. In the following statement 
(in which fractions are omitted) these deductions have 
been made. 





Expenditure as 

per Accounts 

passed. 

Pesetas. 

1,008,842,932 
39,369» »78 


Revenue as per 
Accounts passed. 


Actual 
Disbursements. 


Actual 
Receipts. 


Budget for 1903.. 
Closed Budgets.. 


Pesetas. 
1,029,680,914 
59.598,015 


Pesetas. 
970,901,014 
39. 369.178 


Pesetas. 
973»i5o,8i9 
59,598,015 


1 
Total .. j 1,048,2x9,111 


1,089,278,930 


1,010,270,193 


1,032,748,834 



The results shown by the above figures are summarised 
in the Provisional Liquidation as follows : — 

Pesetas. 
Excess of Revenue over Expenditure as per Ac- 
fa counts passed 20,837,982 



Excess of actual Receipts over actual Expenditure 
for the financial year 1903 2,249,804 

Excess on account of closed Budgets of Receipts 

over Expenditure 20,228,836 



Surplus for 1903 ... 



22,478,641 



With regard to the above surplus of pesetas 22,478,641, 
it is, however, pointed out that the Expenditure on account 
of the Budget of 1903 included not only the ordinary 
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interest and amortisation of the advance made by the 
Tobacco R6gie Company in 1896, but also a sum of 
pesetas 55,171,275 set aside from the Revenue Receipts 
during 1903, and disbursed in order to complete the 
liquidation of the liability of the Government to the 
Company. Had this extraordinary payment not been 
made the surplus carried over from 1903 would have 
amounted to pesetas 77,629,619, as compared with 
47,063,043 pesetas in 1902. 



Nett Receipts and Expenditure, 1899 to 1903. 

The following Tables of the nett receipts and pay- 
ments during the five years, 1899- 1903, were published in 
January last. The small differences which will be observed 
between the totals for 1903 given here and those which 
appear in the statement of the Liquidation of Accounts 
for 1903 on pages 373 and 374 are presumably due to 
slight corrections made in the accounts during the period 
which elapsed between the publication of the two sets of 
figures. 
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NETT RECEIPTS, 1899-1903 


INCLUDING RECEIPTS FROM 


CLOSED BUDGETS. 




(Fractions omitted.) 










1899. 


1900. 


1 901. 


1909. 


1903. 


Ordinary Receipts. 


Pesetas. 


Pesetas. 


Pesetas. 


Pesetas. 


Pesetas. 


Tax 00 Read Estate, Cultivation, and 












Cattle Breeding 


'59.692,949 


161,637,479 


166,263,885 


190,694,673 


192,061,313 


„ Industrial and Commercial 












Undertakings 
,, Profits derived from invested 


43.o4i,775 


48,352,692 


42,584,547 


43,439.526 


45,527,849 












Capital 




76,476,902 


«5,9o6,734 


122,331,074 


126,222,940 


„ Royalties and Transfers of 
Property 












32,063,191 


47.757,172 


49,224,437 


51,448,840 


52,447»3'5 


„ Mines .. 


4,219,950 


5,618,384 


6,960,169 


7.574.073 


8,742,949 
9,592,832 


„ Certificates of Identity 


6,672,381 


5,700,605 


9,190,018 


9,244,040 


„ Salaries, etc., of Public 












Servants 


25,829,439 


5,180,466 




.. 


., 


„ Payments made by the State 












and the Provinces and 












Municipalities 


4,921,690 


3,226,627 


3.482,333 


3.497.447 


3,596,278 


„ ^ Carriages .. .. 
Contribution of the Basque Provinces 


735.339 


847,756 


859.242 


9'9,2«5 


899,556 












and Navarre 


7.854.024 


6,467.295 


6,73', '33 


6,689,699 


6,689,699 


Tax of 1 JX on the interest on the In- 












ternal Debt and on Commercial 












Securities 


1,904,411 


1,522,654 




.. 


,. 


Tax of 20% on the interest of the 












Public Debt 


25»394.848 


8,222,786 




.. 


., 


Customs Revenue 


164,076,234 


171,832,601 


169,108,064 


142,603,116 


147,03',329 


Tax on Sugar 


2,988,959 


12,541,053 
2,694,948 


19,332,608 


21,680,206 


23,376,495 
8,482,867 


„ the M anufacture of Alcohols . . 


',952,309 


2,311,015 
1,821,746 


4,093,049 


Consular Dues 


1,842,780 


«,740,55i 


1,867,392 


1.733,509 


Tax on Provisions and Special Tax 












on Salt .. 


84,637,980 


89,405,962 


9»,33i»96i 


83,555,234 


84,499,235 


Tax on Transportation of Travellers 












and Merchandise 


15,360,059 


20,859,454 


23,090,761 


23.77',438 


24,526,862 


State Stamp Duty 


49.o87,756 


54.519.234 


65,150,803 


66,448,594 


67,806,079 


Tax on Gas, Electricity, and Carbide 












of Calcium 


3.153,319 


3,552,196 


4,022,252 


4,335,36o 


4,790,324 


Tobacco Revenue 


96,732,382 


131,402,562 


126,458,992 


133,222,515 


133,736,944 


Wax Matches Revenue 


4,062,916 


4,812,500 


5,000,000 


5,000,000 


5,000,000 


Lotteries „ 


25,816,324 


30,881,373 


28,915,810 


34,197,090 


99,010,400 


Explosives Monopoly Revenue 

Product of Min-jAJ^";; ;• 


2,992,374 


2.999.9M 


3,240,458 


3,357,330 


3,371,314 

5.483,440 

868,869 


5.774,723 
x, 093, 526 


9,064,719 
1,344,128 


6,633,278 
'.033,187 


6,875,303 
580,350 


„ Canals and Fluvial Navi- 












gation 


1,371,1x2 


i,367.9S4 


1,466 507 


T 370,072 


1,514,488 


„ "Cnuada" (Fasting In- 












dulgences) 


2,617,340 


2,660,115 


2,639,419 


2,670,002 


2,661,290 


„ Fines for Exemption from 












Military Service. . 


13.129,750 




8,395,25o 


i3,'36,500 


'3,484,500 
99,694.424 


„ Other Resources 


41,3*4,746 


30,786,303 


33,33',553 


29,325,011 


Total Ordinary Receipts 


830,334.598 


943.476,440 


094,486,175 


1,0x3,927,163 


i,039,783*>30 


Extraordinary Receipts. 












Temporary Surcharge 

Special War Surtax 


63.439.386 
25,786,416 


22,795,125 
836,765 


594,79' 
64,972 


132,058 
26,095 


34,'07 
11,195 


Indemnity for the Cession of the Caro- 
line, Pelewand Ladrones Islands to 






















Germany 


35,000,000 


• • 


.. 




.. 


Total Extraordinary Receipts 


114,225,803.23 


93,631,890 


659,764 


«58,i53 


45,233 


Municipal Surcharges. 












Tax on Real Estate, etc 


23,284,782 


22,090,901 
4,849,046 


23.'49,435 


1,9x6,169 


773,669 


„ Industries and Commerce 


4,986,053 


4,991,029 


5,'2',93J 


5,520,083 


Total Municipal Surcharges .. •• 


98,270,836 


27.769,247 


28,070,464 


7,038,095 


6,993.753 


Summary. 


830,334.598 
114,225,805 


943.476,440 
23.631,890 


994,486,175 
659,764 


'<0'3,927,i63 
I58,»53 


1,032,783^3© 
45,233 


Total Treasury Receipts 
Total Municipal Surcharges .. 


28,270,836 


967,108,330 


995,'45.939 


1^x4^85,316 
7,038,095 


1,032.828,263 


27,769.247 


98,070,464 


6,293,753 


•tan* Total of Rtoalpts .. 


§71,811,187 


884,877,878 


1888*16,401 


1,081,118,111 


1,08848*016 


Extraordinary Budget. 












Provisional Tax upon Movement of 
Passengers and Goods 












19,351,989 


3,518,45* 


•• 


" (^ 
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NETT EXPENDITURE, 1899-1903, INCLUDING PAYMENTS ON ACCOUNT OF 

CLOSED BUDGETS. 
(Fractions omitted.) 





1899. 
Pesetas. 


1900. 
Pesetas. 


1901. 


1902. 1 
Pesetas. 


i9o> 1 




Pesetas. 


Pesctiv. 


General Obligations of the 












State. 












Royal Household 


9,337,5oo 


9,162,499 


9,337.5oo 


9,207,222 


9.363,900 


Legislative Bodies 

Public Debt :— 


1,638,085 


1,638,084 


1,638,085 


1,838,085 


i,33MS 


Public and Treasury Debt 


346,385,409 


324,205,920 


412,251,140 


398,156,149 


460,971 r»5° 


Treasury Obligations secured on 












the Customs 


50,299,560 


11,607,253 


19,130,077 


9,291,541 


8s,74S 


Debt derived from the Colonies 


38,449,686 


47,886,877 


13,386,658 


120,6x1 


65,700 


Judicial Charges 

Pensions, etc 


1,642,755 


1,507,421 


1,400,216 


1,374,103 


1.245.584 


66,239,436 


70,335,559 


72,000,664 


72,380,929 
492,368,642 


72,619.535 

555.065,394 


513,992,434 


466,343,616 


529.144.341 


Obligations of the Ministerial 












Departments. 












Presidency of the Council of Ministers 


800,357 


698,180 


794,556 


1,764,330 


745^3* 


Ministry of State 

„ Grace and Justice— 


6,226,345 


3,124,601 


4,997,372 


5,995,391 


6,274*2 


Civil Obligations 


14,104,309 


13,603,487 


i3,3ii,S8s 


12,650,286 


13,070,681 


Ecclesiastical Obligations 


41,135,643 


40,594,203 


40,763,202 


40,719,794 


4o,S69>56 

i46,846>6 


» ^ar. 


173,984,937 


174,166,666 


177,884,910 
29,797.834 


i53,49i»438 


,, Marine 

„ Government — 


29,004,959 


26,922,626 


42,207,795 


3i,*6,*9i 


General Service.. 


28,186,007 


25,077,5« 


23,418,489 


26,028,705 


35*497,762 


Gendarmerie 
„ Public Instruction and \ 




( 




25,796,096 


25,692*974 


Fine Arts .. 1 




} 17,976,517 


17,446.364 


4i,29o>775 


41,385,629 


„ Agriculture, Industry, > 
Commerce and Public 1 


82,599,365 < 












{ 58544,538 








Works .. .. » 




65,715,067 


73,213,269 


71.748,700 


,, Finance 


18,682,470 


17,562,042 


18,648,996 


16,604,524 


16,136^80 


Cost of Collecting Revenue .. 

Colony of Fernando Po 

Total Payments in respect of Treasury 


35,491,503 
585,068 


34,230,668 
7,249 


36,750," 49 
6,862 


32,003,571 
2,000,000 


33-003,912 
2,000 ono 












Obligations 

Municipal Surcharges on Taxes on- 
Real Estate, Cultivation and Cattle 


944,793,404 


878,851,911 


958,680 033 


966,134,620 


1,010.224,236 






















Breeding 

Industry and Commerce 
Total Payments in respect of Municipal 


22,644,832 
4,590,640 


22,647,333 
4,896,930 


23,531,874 
5,064.998 


3,235,785 
3,927,041 


828,716 
$.548,734 












Surcharges 

Summary. 


27,235,473 


27,544,263 


28596,873 


7,162,827 


6,427^30 












Payments for Treasury Obligations . . 


944,793,404 


878,851,911 


958,680,033 


966,134,620 


1,010,224,236 


„ for Municipal Surcharges.. 
Grand Total of Payment! 

Accounts passed under Authority of 


27,235,473 


_ 27,544,263 
008,306,174 


28,5q6.8 7 3 


7,162,827 


6,427.430 _, 

1,018.681,4* 


072,028,877 


087,278,006 


073,207,148 












Law of 16th April, 1895 

Extraordinary Budgets. 


i,452,4" 


1,444 


«53.738 




3.000 












(Laws of 7th July, x888, and 14th July, 

1801.) 
Ministry of Marine 

(Law of 28th June, 1898.) 












804 




7,732,472 




.. 












Ministry of War 


10,381,696 


4,986,716 


3,120,034 
4,664,481 
5,160,445 


.. 




,, Marine 

Railway Subventions 

Total Payments in respect of and 


10,539,322 
6,176,000 


18,181,213 
7,772, 5Q7_ 




- 










Extraordinary Budget 


27,097,019 


30»940»437 


19,944,960 


•• 


•• 
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Budgets for 1904 and 1905. 

BUDGET FOR 1904. — The Budget for 1904 was pro- 
mulgated on the 29th December last. These Estimates 
differ slightly from the Ministerial Estimates presented to 
the Cortes in June, 1903, and given in the Council's last 
Report, and, both the Budget in its modified form and the 
original Estimates are therefore inserted here : — 



ESTIMATES OF REVENUE, 1904. 
(Fractions omitted.) 





Ministerial 


Estimates passed 




Estimates. 


by Cortes. 


Donations and Direct Contri- 


Pesetas. 


Pesetas. 


butions 


438,797.930 


438,797,930 


Indirect Contributions 


352,162,000 


352,162,000 


Monopolies, etc. 

State Property and Dues : — 


172,501,001 


172,501,001 






Income 


19,647,047 


19,649,047 


Sales 


2,135,000 


2,135,000 


Resources of the . Treasury . . . 


14,812,861 


14,821,861 


Total 


1,000,055,839 


1,000,066,839 
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ESTIMATES OF 


EXPENDITURE, 


1904. 


(Fractions omitted.) 






Ministerial 


Estimates passed 




Estimates. 


by Cortes. 


General Obligations of 


Pesetas. 


Pesetas. 


the State. 






Royal Household 


9,200,000 


9,200,000 


Legislative Bodies 

Public Debt 


1,838,085 


1,838,085 


406,542,239 


405,042,239 


Sundry recognised Obligations 


1,380,294 


1,380,294 


Pensions, etc 


72,690,400 


72,690,400 


Obligations of Ministerial 






Departments. 






Presidency of the Council of 






Ministers 


769,367 


774.367 


Ministry of State 


5»077»25* 


5,015,252 


,, ,, Grace and Justice 






(Civil) 


I3,*25,407 


I4.075.955 


„ „ Grace and Justice 






(Ecclesiastical) 


40,894,179 


41,100,211 


„ „ War 


154,286,808 


146,527,252 


„ „ Marine 


36,568,556 


35. 86»»397 


,, „ Government 


55.642,313 


54,282,025 


„ ,, Public Instruction 






and Fine Arts .. 


43.o5o.392 


45,644,810 


,, „ Agriculture, Indus- 






try, Commerce and 






Public Works .. 


79,376,044 


87,277,925 


,, „ Finance 


16,458,434 


15,541,702 


Expenses of Collecting Revenue 


29,377,334 


30,660,192 


Spanish Possessions in the Gulf 






of Guinea 


2,000,000 


2,000,000 
968,912,112 


Total 


968,377,110 



SUMMARY. 





Ministerial 
Estimates. 

~ Pesetas. 
1,000,055,839 
968,377,110 


Estimates passed 
by Cortes. 


Revenue 

Expenditure 


Pesetas. 
1,000,066,839 
968,912,112 


Estimated Surplus ... 


31,678,728 


31,154,726 
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BUDGET FOR 1905. — The details of the Estimates of 
Revenue and Expenditure presented to the Cortes on the 
29th May last by the Finance Minister were as follows : — 



ESTIMATES OF REVENUE, 1905. 
(Fractions omitted.) 



Direct Contributions 
Indirect Contributions 

Monopolies, etc 

State Properties and Dues : — 

Income 

Sales 

Resources of the Treasury 

Total 



Pesetas. 

438,63»»43<> 
360,443,960 
171,606,001 

19,046,004 

1.983.000 

18,699,361 

1,010,409,756 



ESTIMATES OF EXPENDITURE, 1905. 
(Fractions omitted.) 



General Obligations of the State— 

Royal Household 

Legislative Bodies 

Public Debt 

Sundry Recognised Obligations 

Pensions, etc 

Obligations of Ministerial Departments — 
Presidency of the Council of Ministers 
Ministry of State 

,, „ Grace and Justice (Civil) 

„ „ „ „ (Ecclesiastical).. 

„ „ War 

„ „ Marine , 

„ „ Government , 

„ „ Public Instruction and Fine Arts ... 

„ „ Agriculture, Industry, Commerce 

and Public Works 

„ „ Finance 

Cost of Collecting Revenue 

Spanish Possessions in the Gulf of Guinea .., 

Total 



Pesetas. 

8,450,000 

1,920,800 

399,829,819 

1,118,739 

72,815,400 



562,500 

5.234,537 
14,612,914 
41,066,501 

150,573,238 
42,895,268 
58,106,421 
50,722,320 

90,243,184 

16,401,697 

31,918,098 

2,000,000 

988,47",44i 



SUMMARY. 



Revenue 
Expenditure 



Pesetas. 
1,010,409,756 
968,377,110 
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In the preamble to the Budget Law it was stated that 
the Estimates were based upon the results obtained in 
1903, due allowance being made for certain suggested 
modifications in the existing system of taxation. The 
most important changes which it was proposed to intro- 
duce were as follows: — reductions in the taxes on property 
situated in towns, on profits from commercial and other 
enterprises, on the transport of merchandise by land and 
sea, in the tax on consumption, and in the " Donations " of 
the Clergy. These, together with some reductions 
already voted in the spring of the current year, 
were expected to diminish the burden borne by 
the taxpayers to the extent of, in round figures, some 
27,000,000 pesetas. On the other hand, the Law con- 
tained a clause providing for the approval by Congress of 
a Bill presented in January last and intended to effect 
extensive reforms with regard to the tax on spirits, which 
would, it was estimated, increase the yield of this tax by 
about pesetas 16,500,000. 

The Budget Law also included the usual clauses pro- 
viding for the elasticity of certain credits, such as those for 
the service of the Debt, etc., so as to enable the Govern- 
ment to meet all obligations which might be recognised. 
The amount of new floating Treasury Debt which might 
be contracted in the course of the financial year was fixed 
at one quarter of the total estimated Expenditure. 



National Debt. 

The Council are indebted to Seflor Cenon de Alisal, 
Director-General of the Public Debt at Madrid, for kindly 



Digitized by VjOOQ IC 



3»3 



[Spain. 



furnishing them with the following statement of the 
National Debt of Spain : — 



SCHEDULE OF THE DEBT OUTSTANDING ON 1st JANUARY, 1904, AND 
OF APPROPRIATIONS FOR INTEREST AND AMORTISATION IN 
RESPECT THEREOF INCLUDED IN THE BUDGET FOR 1905. 



Description. 


Nominal 

Capital 

Outstanding. 


Interest. 


Amortisation. 


EXTERNAL DEBT. 

Five per Cent. Debt to the United States 

Four per Cent. Perpetual Exterior Debt 

— Sealed Bonds 

INTERNAL DEBT (Consolidated). 

Four per Cent. Perpetual Internal Debt 

—Bonds and Scrip 
Two and Two and a-Half per Cent. 

" Pagares" of the Ministry of Colonies 

INTERNAL DEBT (Redeemable). 

Two and a-Half per Cent. Shares for 
Public Works 

Two and a-Half per Cent. Shares for 
High Roads 

Five per Cent. Redeemable (Issues of 
1890 and 1909) 

Non- Interest bearing Debt due to Officials 

Total 


Pesetas. 

3,000,000 
1,013,292,100 

6,428,456,392 
715,000,000 

249,000 

105,000 

1,506,522,500 
I.3I4.745 


Pesetas. 
150,000 
40,53*1684 

«57» «38,955 
14,406,774 

6,225 

2,625 

75,160,375 


Pesetas. 

91,146 

54.158 

8,937.5«> 
10,000 


9i667.839»737 


387.395.938 


9,092,804 



The annexed Table gives the details of the total appro- 
priations for the service of the Public Debt in the Budget 
for 1904 and the Ministerial Estimates for 1905 : — 
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Description. 



1904. 

Crediu 
Voted 

Cortes. 



1905- 

Credlts 
asked for in 
Ministerial 



STATE DEBT. 

Interest on Five per Cent. Consolidated Debt due to the 

United States 

Interest on Four per Cent. Perpetual Exterior Debt (Sealed 

Bonds) 

Interest on Four per Cent. Perpetual Internal Debt, Non- 
trawferable Stock in favour of Civil Corporations, Unsealed 
Perpetual Exterior Debt, Four per Cent. Redeemable Debt, 
Cuban Mortgage Certificates Tissues of 1886 and 1890), and 

Philippine Hypothecary Obligations 

Redemption of Residues of Consolidated Debt 

Commission of the Bank of Spain in respect of Interest of 

the Four per Cent. Perpetual Internal Debt 

Interest and Amortisation of Public Works Debt 

Interest and Amortisation of High Roads Debt 

Amortisation of Treasury Debt due to Officials 

To meet loss on Exchange on Remittances sent abroad for 

Service of Exterior Debt 

Service of Five per Cent. Redeemable Debt 

Permissive Credit (Credito Preventivo) for payment of arrears 

to Civil and Ecclesiastical Corporations .. .. 
Permissive Credit for Payment of Colonial Obligations 

Total Crediu for State Debt 

TREASURY DEBT. 

Interest and Amortisation of Advance made by Tobacco 
Monopoly Company 

Interest on Floating Debt, including the Colonial Floating 
Debt .. 

Interest on Deposits which have been lodged in coin 

Total Credits for Treasury Debt 



Pesetas. 

150,000 
40,531,684 



Pesetas. 

150^00 
40,53» 1 «4 



357,0*8,596 257.13M* 6 

1,000 1 ,000 

642,57a 641,843 

97,559 97.37* 

56,870 56,783 



500,000 
84,987,850 



84,308,1*0 



383,306,131 384,056^57 



4,814,556 

14,221,552 
3,700,000 



31,736,108 



t3*©73.7*» 
3,700,000 



«5»773.7*» 



SUMMARY OF CREDITS FOR PUBLIC DEBT SERVICE. 



State Debt 

Treasury Debt 

Total 


1904. 


1905. 


Pesetas. 
383.306,131 
21,736,108 


Pesetas. 

3«4.o56>57 
"5.773.7*3 


405,043,339 


399,839,819 



The apparent discrepancy between the total of the 
figures given in the two last columns of the foregoing 
Schedule of the Debt outstanding and those shown in 
the above Summary of Credits for the Debt Service for 
1904, is accounted for by the fact that the latter include 
additional items, such as commissions, etc 
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The only other point calling for special notice in 
connection with the above Table is the considerable 
decrease in the assignment for the service of the Treasury 
Debt, which is due to the final liquidation of the advance 
from the Tobacco R6gie Company made in 1896. This 
sum formed part of the resources of the Extraordinary 
Budget of that year, which, it will be remembered, was 
suppressed at the end of 190 1. 



Bank of Spain. 

Assets and Liabilities. 

According to the returns published in the Gaceta de 
Madrid the position of the Bank on 25th June, 1904, was 
as follows : — 

ASSETS. 

Pesetas. 

Gold 367, 909,219. 10* 

Silver 5 13, 2 58, 945. 73 

Correspondents abroad 44.95°. 961.83* 

Discounts 852,680,883. 3of 

Loans 108,043,501.19 

Effects now receivable 2,136,646.61 

Shares of the Company leasing the Tobacco 

Monopoly 12,270,000.00 

Other Securities 13,769.271-30 

Perpetual 4 per Cent. Debt 369,250,261.25 

Bronze fur account of Public Finance ••• 4,636,413.67 

Discounts in Towns 6,898,575.05 

Advance to Public Treasury. Law of 14th 

July, 1891 150,000,000.00 

Real Estate 12,393,612.55 

Accounts of Credit 1 77*825,946. 1 1 



Total 2,636,024,237.69 



• Of these amounts pesetas 5,712,271.18 and pesetas 9,559,«36.77 respectively were for 
account of the Treasury. 

t Including pesetas 650,000,000 of Treasury ** Pagaret." 



BB 
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Profit and Loss 



LIABILITIES. 

Capital of the Bank 

Reseive Fund .. 

J Realised 

j Not realised 

Noten in circulation 

Current Accounts .. 

Current Accounts in Gold 

Cash Deposits 

Dividends, Interest, and other payable 

Obligations 

Reserves of Tobacco Revenue 

„ ,, Taxes 

,, », », in Gold 

Public Treasury: For payment of Interest 
and Sinking Fund on 
Customs Bonds 
f t „ For Customs Receipts in 

Gold 

*, ,, For payment of Interest 

and amortisation of Re- 
deemable 5 per Cent. 

Debt 

-#, „ For payment of Interest of 

Perpetual Internal Debt 

,, ,, For operations abroad 

(gold) 

Current Account 



Sundry Accounts 



Pesetas. 
150,000,000100 

20,000,000.00 

19.572,230.06 
1,780,089.52 

1,610,278,150.00 

627,742,805.20 

287,093.07 

32,241,727.84 

52,875.050.07 
11,292,961.47 
54,922,016.55 

7,000,000.00 



243.697-89 
6,181,667.17 

2,118,533.75 
1,398,392.61 

2,089,84a 78 

34,246,826.60 

1.753,155." 



Total 



2,636,024,237.69 



Note Circulation. 
The following Statement shows the 
of the Bank of Spain about the middle 
1892 :— 



1892 


Note circulation 


1893 


„ 


,, 


1894 


,, 


,» 


1895 


,, 


>» 


1896 


»» 


,» 


1897 


,» 


,, 


1898 


,, 


>, 


1899 


,, 


,, 


1900 


>» 


», 


1 90 1 


,, 


,» 


1902 


»» 


», 


1903 


»» 


»» 


1904 


>> 


,» 



Note.— The nominal value of the Peseta is o^d., or 35.223 
The present value of the Peseta (July, 1904) is slightly less than 



note circulation 
of each year from 

Pesetas. 
858,300,000 
919,800,000 
935,800,000 
961,900,000 
1,066,000,000 

• ',130,358,000 

• 1,350,2(7,000 

• i,479,965»ooo 
i»547,650,ooo 
1,605,638,600 

1,637,454,125 
1,631,402,325 
1,610,278,150 

Pesetas to the £ sterling. 
7d. 
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"Francs Syndicate." 

The Syndicate referred to in the Council's last Report 
as having been formed by the Bank of Spain and certain 
Spanish Railway Companies for the purpose of giving 
stability to the rate of exchange, was dissolved at the close 
of the first year of its existence, viz., on the 17th January 
last, having, as far as can be seen, proved an entire failure 
with regard to the purposes for which it was formed. 



Exchange. 

In the following Table are reproduced the official average 
rates of exchange given in the Gaceta de Madrid for each 
fortnight of the year ending 1st August, 1904 : — 







Premium per cent. 




1st Fori night. 


2nd Fortnight. 


August, 1903 
September, „ 
October, „ 
November, ,, 
December, „ 
January, 1904 
February, ,, 
March, ,, 
April, ,, 
May, „ 
Tune, „ 
Jo!* 





36.38 
36.93 
33.90 
3333 
35.13 
36.76 
38.62 
38.82 
38.84 
39-12 
38.62 
38.02 


37.52 
3522 

32.47 
33-77 
36.05 
37.09 

3 H 3 
38.89 

38-93 
38.65 

38.55 
37.96 



B B 2 



Digitized by VjOOQ IC 



388 



g 



& 

O 

X 

t" 

m 

Q 
< 



i 



& 



in 

2 

w 



Q « 



O 

l-t 

o 

w 
p 

> 



I 



I 



a 



»*n© o\f*>« e* w t*» 

^ io c* •* ** r** r^r" ■ 

4? \poi <£\o d c£n© 



00 Ott£ 
N *00 



fssft t& III 

fi n© 00* o c£ ~ no* *ooo" ro <£ « oo fOO 



ra«u. 



SS ^ *CJ *0 *"? *v *? ~ ® °°« ^t^ ^ "V « 



2 ^oo ^q vo r^»( 



*\oo •■ o vo ***oo *^ •o ^ooo 



od f> ov 



^ 88 ^ 8 °° i^»n^rCt-r^ »fOjJ 



~\O0O on***** o »-oo *•« 
. ov r»» 0\ */-»\o Q <*> f*>oo r»» *■ 

«ft W Ov ^ O *^nO On On « f> •* 

8* <¥ no « co ^ « u^ r> ZnoO *>> 

$ *■ ««oo oo onno q> ^oo o\< 



?8£ 



*^00 r>Q n© ©*& 
^00 On»0 On — nO 



*"! 



00 wnv© »/■» 



^ £ i 5^ 5>o >o tC cf w oo oo -* -* - i -- s * 
Ov^o«o m m n m\o r^o 






> Q\ •-« ^ PO PO O\0J 

) no oo r^t^N « nx 



jj t^ rovO 00 O 00 00 */"»0 POtO unvO fO f> 

^ 5T<» ft "* 4» tC ro ^? cR r? cf oo* n rC 

0»f06" « N N -USSS •* —to 



5* ^O OvnO QvONN ' 

, O «n •» rs.00 uiov»o« » ~ ■ 



■ *• W W rot^ ^- 



II 



0U. iA4- 



00 rO«\0 OxfOPOONf 



n- *oo to 
^;« « »o 
w ocT rC ch 

ON00 00 if> 



*^^ « 5«por«*io« ^ for** oooo ***«* 
On CO00 ONWW^vOr^Ov fO *■ 



:8 i 




00 

w 

NO 

o 

00 



* 



d 



6 

00 









Digitized by VjOOQ IC 



3»9 



TURKEY. 



Turkish External Debt. 

(Note. — The figures are given in Turkish Pounds. j^io=^T.ii. 
The amounts given in the case of the Unified Converted Debt and 
the Lots lures are those outstanding on 13M March, and in the 
case of the other Loans on 30th June, 1904J 

Amount outstanding. 

I. — Loans Specially Secured on the 
Egyptian Tribute. 
•Four per Cent. Loan of 1855 (interest 
guaranteed by France and England) ... 4,196,720 

•Four per Cent. Loan of 1891 6,487,712 

•Three and a- Half per Cent. Conversion Loan 
of 1894 8,575,336 



I9,259»768 



II.— Loans Secured on Revenues 
Administered by the Council 
of the Ottoman Public Debt. 

(A) Loans included under the Decree 
of Mouharrem (1881) and the 
"Dexret- Annexe" (1903). 

Four per Cent. Priority Conversion Loan of 

1890 7,089,764 

Unified Converted Debt 30,961,168 

fLottery Bonds (" Lots Turcs ") '3,374,358 

(B) Other Loans. 

fFour per Cent. Consolidation Loan of 1890 

(Osmanieh) 4,074,400 

t Five per Cent. Loan of 1896 3,117,620 

f Four per Cent. Loan of 190 1 2,666,664 

•(•Four per Cent. Loan of 1903 (Conversion 

of 5 per Cent. German Loan of 1888) ... 2,633,400 
fFour per Cent. Loan of 1903 (Bagdad 

Railway Loan) 2,373,932 



66,291,306 



Carried forward 85,551,074 

* The service of these Loans being charged on the revenues of Egypt, they can scarcely 
be regarded as forming part of the Debt of Turkey. The 1855 Loan is quoted under " British 
Funds." 

t These Loans are not officially quoted on the London Stock Exchange. 

X None of this Loan has as yet been issued to ths public 
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Brought forward 

III.— Other Issues. 

•Four per Cent Priority (Tombac) Loan of 

i894 

•Four per Cent. Railway Loan of 1894 (Paris) 
Four per Cent Customs Loan of 1902 (Con- 
version of Five per Cent. Customs Loan of 
1886) 



8S.SSI.074 



863,610 
1,685,285 



8,554,062 



11,102,957 



Total ^T.96,654,031 



Turkish Committee. 



Rt. Hon. Lord Avcbury, Chair- 
man. 

Sir F. G. Banbury, Bart., M.P. 

A. P. Blathwayt, Esq. 

A. L. Bristowe, Esq. 

E. Cazenove, Esq. 

Hon. Sir C. W. Fremantle, 
K.C.B. 



F. D. Ibbett, Esq. 

G. S. Pawle, Esq. 
H. Swaffield, Esq. 
W. Trotter, Esq. 
Dyson Weston, Esq. 

Secretary. 
James P. Cooper, Esq. 



Estimated Area (immed.aie posses- 
sions in Europe and Asia only) ... 

Estimated Population 

Capital, Constantinople. Population 

tExternal Debt per head 

Sultan 

British Ambassador at Constantinople 

Turkish Ambassador in London 
Representative of British Bond- 
holders at Constantinople 



710,000 square miles. 
24,028,900. 

880,000. 
£2. 16s. iod. 
Abdul-Hamid II. 
Right Hon. Sir Nicholas 
O'Conor, G.C.B.,G.CM.G. 
Musurus Pasha. 

Adam Block, Esq., C.M.G. 



* These Loans are not officially quoted on the London Stock Exchange, 
t Exclusive of Loans secured upon the Egyptian Tribute. 
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History of the Foreign Debt. 

1854. — Six per Cent Loan. Original amount, ,£5,000,000, of which only 
,£3,000,000 was issued in England at 80 per cent, specially 
secured on the Egyptian Tribute. Sinking Fund : 1 per 
cent, accumulative. In 1877, on condition that the funds 
for the service of the Loan should be remitted direct from 
Egypt to the Bondholders, the interest was reduced to 5 
per cent, and the Sinking Fund to J per cent, on the 
;£ 1,800,300 Bonds then outstanding. Converted in 1894. 
(See below.) 

1855. — Fourper Cent. Guaranteed Loan. Original amount, ,£5,000,000. 
Issued by Messrs. Rothschild at 102 J per cent. Sinking 
Fund 1 per cent, per annum from August, 1859. Interest 
and Sinking Fund were secured upon the whole Revenue 
of the Ottoman Empire, and specially upon the balance, 
remitted directly to the Bank of England, of the Egyptian 
Tribute, and also upon the Customs Duties of Smyrna 
and Syria. The interest was further guaranteed by England 
and France, and the Loan, which is quoted with British 
Funds, did not go into default in 1876. Since May, 1875, 
no Bonds have been redeemed. The drawings have, how- 
ever, been regularly continued, so that the whole of the 
Bonds outstanding have been drawn. The amount un- 
redeemed is ,£3,815,200, on which interest is punctually paid. 
Since 1878, the Tribute payable by Cyprus to the Turkish 
Government has been retained by Great Britain and applied 
to the service of this Loan. 

858.— Six per Cent. Loan. Original amount, ,£5,000,000. Issued in 
London at 85 per cent, to the amount of ,£4,380,000, and at 
62$ per cent, for the remaining £620,000 in 1859. Sinking 
Fund 1 per cent. Specially secured upon the Customs and 
Octroi of Constantinople. The dividends and drawings were 
paid regularly until September, 1876. Included under the 
Decree of 1881. 
i860. — Six per Cent. Loan. Original amount, ,£2,037,220. Issued in 
Paris in Bonds of 500 francs, or ,£20, at 62 J per cent. 
Sinking Fund, 0.823 per cent, secured on indirect taxes and 
certain tithes. Included under the Decree of 188 1. 
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1 862. — Six per Cent. Loan. Original amount, ,£8,000,000. Issued in 
London at 68 per cent. Sinking Fund, 2 per cent Secured 
specially on Revenue derived from Tobacco and Salt, and 
duty on Stamps and Licenses. Included under the Decree 
of 1881. 

1863-4. — Six per Cent. Loan. Original amount, ,£8,000,000. Issued 
in London and Paris in Bonds of 500 francs and ^20 each, 
partly at 72 per cent., and partly at 68 per cent. Sinking 
Fund, 2 per cent, per annum. Secured on special Revenues 
and certain direct taxes. Included under the Decree of 1881. 

1865. — Six per Cent. Loan. Original amount, £6,000,000. Issued in 
London and Paris at 65J per cent., redeemable at par in 
twenty-one years by drawings. Specially secured on the 
Sheep taxes of Roumelia and the Archipelago (hence known 
as " Mutton n Loan), the receipts from the Tokat Copper 
Mine, etc. Included under the Decree of 188 1. 

1865-74. — Five per Cent. General Debt. Amounts authorised:— 
1865,^36,363,640; 1873,^20,229,450; 1874.^40,000,000; 
of the Bonds of 1865, ^3*636,363 was issued in London 
at 50 per cent, (or 47J per cent, if the Bonus Coupon 
were deducted), whilst ^26,263,636, was devoted to the con- 
solidation of existing internal debts, and the balance, reserved 
for subsequent issue, was specially destined for Public 
Works. The 1873 Bonds were exclusively intended for the 
conversion of the Treasury Bonds of 1872 (see below). 
^15,900,000 of the Bonds of 1874 were publicly issued at 
43J per cent, in October, and further issues were afterwards 
made through the Ottoman Bank. Included under the 
Decree of 1881. 

1869. — Six per Cent. Loan for ,£2,480,000 issued in March, 1869, at 
83 per cent. This Loan was redeemed at par in four instal- 
ments between April, 1872, and October, 1873. 

1869. — Six per Cent. Loan for ,£22,177,220, issued in December, 
1869, at 61 per cent., or allowing for accrued interest and 
deferred instalments, at 58$ per cent. Sinking Fund, One 
per Cent. Accumulative. Security — certain Tithes, the sur- 
plus of the Sheep Tax, and the Revenues of Baghdad. 
Included under the decree of 188 1. 

1870-2.— Three per Cent Railway Bonds ("Lots Turcs"). Issued 
to the amount of ^31,680,000 on the Continent as a Lottery 
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Loan in Obligations of 400 fr. nominal, which were sold at 
170 to 180 fr. each. They were to bear interest at 3 per cent, 
and were redeemable by drawings with premiums every two 
months. Default in drawings took place in 1875, and in 
the payment of interest in April, 1876. Dealt with under 
the arrangements of 188 1 and 1903. 

187 1.— Six per Cent. Loan secured on the Egyptian Tribute. Sinking 
Fund, 1 per cent., ,£5,700.000 issued at 73 per cent. In 1877 
the interest was reduced to 4^ per cent., and the Sinking 
Fund suspended. Voluntarily converted in June, 1894, into 
a Three and a-Half per Cent. Stock. 

1872. — Nine per Cent. Loan. Issued as Treasury Bonds to the 
amount of £1 1,126,200 at 98J per cent. Nearly four-sevenths 
of these Bonds appear to have been converted into General 
Debt of the 1873 Series at ^55 Treasury Bonds to ^100 of 
General Debt. The balance was included under the Decree 
of 1881. 

1873. — Six per Cent. Loan. Nominal original amount, ,£27,777,780, 
of which ^8,000,000 was issued in London at 58 J per cent 
During the Russo-Turkish War the unissued balance of this 
Loan appears to have been placed privately. Sinking Fund, 
1 per cent. Included under the decree of 1881. 

1875. — Five per Cent. Rentes (Ramazan Certificates). Authorized 
amount, ^31,818,190. In October, 1875, it was decreed that 
these securities should, for five years, be issued against a 
moiety of the interest on the Debt, and of the value of the 
Bonds drawn for redemption. The issue was discontinued 
early in 1876, when Interest and Sinking Fund were entirely 
suspended. Included under the Decree of 188 1. 

1877. — Five per Cent. Ottoman Defence Loan for ,£5,000,000. 
Secured on the portion of the Egyptian Tribute freed by the 
reduction of the interest on the 1854 and 1871 Loans. 
Issued in London at 52 per cent, for the defence of the 
Empire against Russia. Converted in 1891. 

1878-9. — The advances made to the Turkish Government by the 
Galata Bankers amounted to ,£7,931,818, secured on the 
Constantinople Customs. In 1879, a decree was issued fixing 
the annual sum to be devoted to the service of the External 
and Internal Debts (exclusive of these advances) at 
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;£ i, 227,272. At the same time a convention was concluded with 
the above Bankers by which, in consideration of the release 
of the Customs, they were charged with the farming of the 
Monopolies and Indirect Contributions afterwards assigned 
to the Council of Administration. Any balance on the 
product of these Revenues, after deduction of ,£ 1,000,000 per 
annum for interest at 8 per cent, on these advances, and for 
their redemption, was to go towards the annuity for the 
service of the Debt in general. The claims of the Galata 
Bankers were the subject of a special arrangement in 1881- 

1881. — As the result of negotiations carried on at Constantinople with 
the representatives of the English, Dutch, French, Austrian, 
German and Italian Bondholders, the Decree of Moubarrem, 
effecting a settlement of the Debt, was promulgated on the 
8/20 December, 1881. 

Exclusive of the Guaranteed Loan of 1855, and the 
Egyptian Tribute Loans of 1854, 187 1, and 1877, the whole 
outstanding amount of the External Loans was, with arrears 
of interest, made convertible into New Bonds of four series, 
viz. : A, B, C, D. Besides the actual arrears, the arrangement 
included the Ramazan Bonds, issued against half the value of 
the Bonds drawn for redemption and those issued for a moiety 
of part of the arrears. Including the Lottery Bonds, the 
total in default amounted to ^252,801,885, and the new 
capital to ;£ 106,437,234. (For details, see the Council's 
Reports for 1902 or 1903.) 

A Convention was concluded for the consolidation of the 
outstanding amount of the Galata Bankers' claims, ^7,427,240, 
into Five per cent. Priority Bonds. These Bonds were taken 
at par by the Bankers, and an annuity of ^536,363 for their 
interest and a Sinking Fund of about 2'i per cent, was made 
a first charge upon the Monopolies and indirect contributions 
surrendered to the Council of Administration. 

Under the Decree this body is charged with the collection 
and administration of the Revenues assigned for the Service 
of the Series and Priority Debts, of which the following are 
the principal : The Salt and Tobacco Monopolies ; the 

• The Lottery Bonds were brought into the Settlement under special conditions. No 
interest is paid on these securities, the sums accruing thereto being devoted to the payment 
of a percentage on the amounts drawn for redemption under the original scheme of drawings, 
which has been maintained and consists of six drawings each year. (See below— 1903.) 
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Stamp and Tobacco Contributions ; the Duties on Wine 
and Spirits ; certain Fish Taxes and Silk Tithes ; the 
Tribute from Bulgaria* ; the Surplus Revenues of Cyprus* ; 
the annuity payable by Eastern Roumelia, and the Tax 
on Persian Tobacco, f The balance of the receipts, after 
payment of the Priority Bonds annuity, was to be devoted to 
the service of the Series Debt, and apportioned 80 per cent, 
to interest and 20 per cent, to redemption. The interest, 
which if the funds permitted was to rise by increments 
of i per cent, to a maximum of 4 per cent, was paid at 
j per cent, with the exception of the coupon due 1/14 
September, 1903, which was paid at the rate of i^ per cent, 
per annum. The cumulative amortisation was to be by pur- 
chase, or by drawings at the rates of 66}, 75, and 100 per 
cent., when the interest paid was respectively 1, 1 to 3 and 3 
or more per cent, and when the market price exceeded 
those rates. 

A Unification of the outstanding Bonds of the Series was 
effected in 1903. (See below.) 

The Council of Administration now undertakes the Service 
of all Turkish Loans, except those secured on the Egyptian 
Tribute, which are practically Egyptian Bonds, the Customs 
Loan, and the Tombac Loan, additional revenues being 
provided for the Loans not included in the Converted 
Debt. 

1882. — ,£3,000,000 of the Five per cent. Priority Bonds were ottered 
for public subscription in London by the Ottoman Bank. 

1885. — " Raccordements" Loan, £930,600. Issued in Paris to complete 
the junction between the Turkish-Bulgarian and Turkish- 
Servian Railway systems. This Loan has now been paid 
off out of the proceeds of the Five per Cent. Loan of 1896. 

1886. — Five per Cent. Customs Loan, ^5,909,080. Issued in payment 
of sundry debts to the Imperial Ottoman Bank. The annuity 
of £354,545 is secured on the Customs. Redeemable 

* These Revenues have not, up to the present, been available, and have been replaced 
in part from the Tobacco Tithe and in part from the Customs receipts. 

tin addition to the above the Decree assigns the sums accruing, under the new Customs 
Treaties when concluded, from the revision of the Patents Law and from the " Proportional 
Shares" of the Turkish Public Debt to be borne by Bulgaria, Servia. Montenegro, and 
Greece, as stipulated by the Treaty of Berlin for the first three countries named, and by 
the Graeco-Turkish Convention of 1881 for the fourth. These " Proportional Shares," which 
were to be utilised solely for extraordinary amortisation, have not, until now, been borne by 
the countries mentioned. 
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by an accumulative Sinking Fund of i per cent by pur- 
chase, but in order to hasten the redemption, the Govern- 
ment devotes to this purpose its share of the profits of the 
Tobacco Regie. Converted in 1902. 

1888. — German Loan of 30,000,000 marks. Interest, 5 per cent. 
Sinking Fund, 2 per cent. Secured on the Fishery and 
other specified Revenues not specially assigned to the 
Bondholders by the decree of 1881. Controlled by the 
Debt Council Converted in 1903. 

1890. — Priority Conversion Four per Cent Loan for ;£7,827,24a 
Issued in May, 1890, at 81} per cent. Redeemable at par in 
forty-four years from 1891 by half-yearly drawings. Issued 
for the Conversion of the Five per Cent. Priority Loan. The 
economy arising from this operation, viz., £145,000 per 
annum, is applied to the redemption of the Series Debt 
Controlled by the Debt Council. 

1890.— Four per Cent. "Osmanieh" Consolidation Loan for 
j64»545* 00 °- The greater portion of this Loan was issued 
in exchange for Internal Bonds. The balance, £485,960, 
was issued at 78J per cent. Sinking Fund, 1 per cent 
Secured on tithes on cereals from certain specified districts, 
and, to the extent of £72,727 per annum, on the Customs, 
from which any possible deficiency on the produce of the 
tithes would also be made good. Controlled by the Debt 
Council. 

1891. — Four per Cent Loan for ,£6,3 16,920. Secured on the Egyptian 
Tribute. Issued at 93 J per cent. Redeemable at par in 
sixty years from 1 891 by annual drawings. This Loan was 
issued to replace the Five per Cent. Defence Loan of 1877. 

1893. — Priority Four per Cent. Tombac Loan for ,£909,100. Issued 
on the Continent in 1893. Sinking Fund, 1 per cent Secured 
on the annuity of ,£36,000 paid by the Tombac Company 
and on the ^10,545 which the Company is authorised to 
retain annually out of the Customs dues on foreign Tombac 

1894.— Three and a-Half per Cent. Egyptian Tribute Ottoman 

Bonds, £8,212,340, issued in June, 1894. Cash subscription 

price 94$ per cent, redeemable at par within sixty-one years 

from July, 1895, by annual drawings. 

The object of this Loan was the Conversion and Redemp- 
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tion of the outstanding Bonds of the Five per Cent. Loan of 
1854, and the Four and a-Quarter per Cent. Loan of 187 1. 

Holders of the former received new 3$ per cent. Bonds and 
a bonus of £6 in cash, with £1. 6s. 4d. interest accrued, and 
the Holders of the latter received new 3J per cent. Bonds 
and bonus of £6 in cash, with £1. 2s. 4d. interest accrued. 
Bonds of 1854 and 1871 not exchanged were paid off at par. 

1894.- Four per Cent. Railway Loan for 40,000,000 fr., issued on 
the Continent at 85 per cent. Redeemable in 64 years by 
drawings at par. Secured on a sum of 1,500 fr. per kilometre, 
payable annually to the Government by the Company which 
works the Oriental Railways. 

1896.- -Five per Cent. Loan of ^2,975,200. ,£2,110,000 of this issued 
in Paris by the Imperial Ottoman Bank at 96 per cent. The 
Loan is redeemable by half-yearly drawings at par, in 49 
years, with a Sinking Fund of about J per cent. The 
service is secured on the Sheep Tax in certain Provinces 
to the amount of ;£ 109,091, and upon agricultural tithes 
estimated to yield £72,727 per annum, the amount required 
for Interest and Sinking Fund being only ^163,636. Con- 
trolled by the Debt Council. 

1901. — Five per Cent. Loan, ;£i, 140,000. Negotiated with the 
Ottoman Bank. Redeemable at* par by a 1 per cent, accu- 
mulative Sinking Fund. The annuity of ,£68,400 was secured 
on the surtax of J per cent, levied by the Debt Council, 
on behalf of the Government, on all the tithes which it 
administers, and, further, upon certain special tithes esti- 
mated to yield ^62,363 per annum. The Bonds of this Loan 
were not issued to the public. Controlled by the Debt 
Council. (Converted in 1903. See below.) 

1902. — Four per Cent Customs Loan, ,£7,818,200. Redeemable in 
fl'ty-six years or less by drawings or purchases. Issued by 
the Ottoman Bank at 86 per cent, for the conversion and 
redemption of the Customs Loan of 1886, and secured upon 
the same annuity of ^354,545- Holders of Bonds of the 
1886 Loan were offered the option of repayment at par 
or conversion at the rate of £T. 100 nominal of the new 
Bonds for £T. 86 nominal of the old. 
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1903. — Four per Cent. Loan for fr. 60,000,000. Issued at 90 per cent 
on the Continent by the Banque de Paris et des Pays Bas, 
the Deutsche Bank and others, for the conversion of the 
German Loan of 1888 (30,000,000 marks), Bonds of that 
Loan being received for conversion at their nominal capital 
value and exchanged against a corresponding amount of the 
New Bonds at the price of fr. 448.75 per fr. 500 Bond plus 
a small cash payment. The New Loan to be secured upon 
the revenues originally assigned to the Loan of 1888, and to 
be redeemed in fifty-five years by half-yearly drawings. 

l 9°3-— Four per Cent. Unified Converted Debt. Amount, ^29,762,520. 
Redeemable by an accumulative Sinking Fund of 0*45 per 
cent., applicable by purchases or drawings. Issued under a 
Decree of 1/14 September, 1903, modifying the Decree of 
8/20 December, 1881 (see above), and including the following 
principal stipulations : — 

1. The functions and attributes of the Council of Ad- 
ministration to remain unchanged. 

2. The outstanding Bonds of Series B, C, and D to be 
converted at the respective rates of 70, 42, and 37 J per cent 

3. The assignment of the revenues ceded to the Bond- 
holders in 1 88 1 to be confirmed, and a fixed annuity of 
^T. 2,157,375 (to be reduced to ^1,726,875 on the extinction 
of the Priority Bonds should the same not have been pre- 
viously converted) for the service of the Priority Bonds, the 
Unified Loan, and the Lottery Bonds to be a first charge on 
the product of these revenues. Any surplus above this 
amount to be divided between the Turkish Government and 
the Ottoman Public Debt in the respective proportions 
of 75 and 25 per cent., and the Debt's share to be devoted 
to Extraordinary amortisation. 

4. A Reserve Fund to be created, consisting of (a) the 
amount standing on 1/14 September, 1903, to the credit of 
the " Reserve Fund for increasing the Rate of Interest " 
formed under the provisions of the Decree of 8/20 December, 
1 88 1 ; (6) a sum of £T. 300,000 in cash from the product of 
the new Bonds ; (c) £T. 150,000 to be provided by the 
Turkish Government at the rate of £T. 15,000 per annum. 
This Fund to be increased by its interest until a total of 
£T. 2,000,000 is reached, but to be reduced to £T. 1,000,000 
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on the reduction of the outstanding Unified Debt to 
£T. 16,000,000. Any possible deficiency in the revenues 
below .£2,157,375 to be made good from the Reserve Fund, 
and such deductions to be repaid from the Debt's share of 
surpluses during the year or years following. I£ however, 
a deduction should be necessitated by the non-payment of 
the Eastern Roumelian Annuity or of the Bills on the Cus- 
toms, the arrears of these revenues, when collected, to be 
applied preferentially to the repayment of the said deduction. 
5. The original scheme of drawings for the Lottery Bonds 
to be maintained. The rates of repayment, however, to be 
fixed in the future at 60 per cent, for Bonds drawn without 
prizes and 100 per cent, for Bonds drawn with prizes. The 
holders to rt nounce their claim to interest and to surrender 
their coupon sheets. 

1903. — Four per Cent. Loan. Amount, £2,424,440. Redeemable by 
a Sinking Fund of £ per cent, by purchases or drawings. 
Issued for the conversion of the Five per Cent. Loan of 
1901, known as the "Four per Cent. Loan of 1901." The 
annuity of ,£109,090 is secured upon the surtax of J per cent, 
levied on all the tithes which the Debt Council administers, 
and also upon certain special tithes estimated to produce 
^75,181. Controlled by the Debt Council. 

Report. 

At the time of the publication of the Council's last 
Report, negotiations were being carried on with the 
Turkish Government concerning the four modifications in 
the Unification Scheme demanded by the English Com- 
mittee. These modifications were as follows : — 

1. An undertaking from the Turkish Government that they will 
make good the sum required for the service of the Debt in the event 
of the assigned Revenues proving insufficient and the Reserve Fund 
being exhausted. 

2. The rate of exchange for Series C to be not less than 42 £. 

3. Article 8 of the Draft Decree to be amended so as to secure 
that the repayment of any sums taken from the Reserve Fund shall 



Digitized by VjOOQ IC 



400 

constitute a first charge on the whole of the surplus nett receipts in 
the following year or years, before any division of such surplus 
between the Government and the Debt takes place. 

4. The period of 8 years fixed by Article 2 of the Draft Decree for 
the prescription of Bonds of the Series not presented for exchange 
to be extended to 15 years, as in the case of the Drawn Bonds. 

After some delay a compromise was arrived at between 
Mr. Babington Smith and the Council of Ministers, by which, 
practically, complete satisfaction was given as to the Com- 
mittee's third and fourth requirements. As regards the first 
and second points, it was agreed that the Turkish Govern- 
ment, in return for the withdrawal of the demand for a 
guarantee on its part, should bring a revised Stamp Law 
into force simultaneously with the Unification, and that 
the rate of exchange for Series C should be fixed at 41^. 

The acceptance of this compromise was strongly recom- 
mended by Mr. Babington Smith, and the Committee, 
after careful consideration, intimated to him that they 
would be prepared to recommend them to the Bondholders 
on condition that the rate for Series C was raised to 42. 
Frebh negotiations followed, it being generally understood 
that the only point at issue was the rate of exchange for 
Series C. As the Turkish financial half-year ends on 
the 14th September, it was essential, for administrative 
reasons, that the matter should be decided before that 
date, and a General Meeting of the English Bondholders 
was accordingly convened for the 9th of that month. To 
their great surprise, however, the Committee heard, after 
the Meeting had been called, that the Sultan had declined 
to ratify the terms proposed with regard to the repay- 
ments to the Reserve Fund. The whole question was 
consequently re-opened, and it was only on the 7th 
September that a final understanding was arrived at with 
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the Council of Ministers. Although the Sultan's Irad£ 
approving the amended scheme had not been issued, it 
was thought inadvisable to postpone the Bondholders' 
Meeting. It therefore took place on the 9th September 
as arranged, and the following conditional resolution, 
embodying the terms finally agreed upon between the 
Council of Ministers and Mr. Babington Smith, was 
unanimously passed : — 

That this General Meeting of Holders of Turkish B, C and D 
Bonds accepts the scheme for the Unification of the Debt as con- 
tained in the Draft Decree of 2nd June, 1903, subject to the following 
modifications and conditions : — 

(1.) The rate of exchange for Series C to be 42. 
(2.) The date of prescription for Bonds not presented for conver- 
sion to be extended from 8 to 1 5 years. 
(3.) In case during any financial year a deduction shall have 
been made from the Reserve Fund in consequence of a 
deficiency in the receipts due to a delay in the payment of the 
Eastern Roumelian Annuity and the Bills on the Customs, 
the arrears of these Revenues shall be preferentially applied 
to the repayment of the said deduction and shall not be 
regarded as surplus receipts. 

The Government to augment the Reserve Fund by the 
sum of ,£T. 150,000, payable in ten annual instalments. 
(4.) The capital of the Unified Converted Debt to be 
^T.32,738,772, and the Sinking Fund to be not less than 045 
per cent. 
(5.) The Turkish Government to forthwith introduce a revised 
Stamp Law. 

A resolution to the following effect was also unani- 
mously carried : — 

Tint the cordial thanks of this Meeting be tendered to the Council 
of Foreign Bondholders and the Committee of Turkish Bondholders, 
and also to Mr. Babington Smith and to Mr. Cooper, the Secretary 
of the Council, for their energetic action in support of the interests 
of the British Holders of Turkish Bonds. 

CC 



Digitized by VjOOQ IC 



402 

On the ioth September, the Imperial Irad6 approving 
the arrangement was promulgated, and the various Syndi- 
cates representing the Bondholders, including the Council 
of Foreign Bondholders, having signified their assent, the 
Decree and the Protocol relating thereto were signed 
-on the 14th of the same month, with the result that the 
Unification became a fait accompli. 

The following is a translation of the final text of the 
new Decree : — 

DECREE 

annexed to the decree of 28 mouharrem, 1299 
(8/20 December, 1881). 

In accordance with the principles of Article 7 of the Imperial 
Decree of 28 Mouharrem, 1299, the Imperial Ottoman Government 
having, in agreement with the Council of Administration of the 
-Ottoman Public Debt, decided to effect the conversion and unifica- 
tion of the part unredeemed on the 1/14 September. 1903, of the 
Debt fixed by Article 3 of the said Decree, and the modification of 
the rigime of the Lots Turcs, and the negotiations carried on with 
that object having resulted in a complete understanding between the 
parties, which understanding is shown in a protocol bearing their 
-signatures, the Government, on the basis of that understanding, 
hereby decrees as follows : — 

Article i. To take the place of the Bonds of the Series B, C, 
and D, in circulation on the 1/ 14 September, 1903, and for the pur- 
poses indicated in Article 2, the Imperial Ottoman Government 
decides upon the creation of 1,488,126 new Obligations, forming 
in all a nominal amount of ^T.32,738,772, or ^29,762,520, or 
fr. 744,063,000. 

These Obligations shall enjoy amongst themselves identical rights 
and privileges, and consequently the distinctions existing between 
one and the other of the three Series are abrogated. 

The new Obligations shall be to bearer, and worded in the Turkish, 
English and French languages. 

The said Obligations shall be of ^T.22 or ^20 or fr. 500, or of their 
multiples. 
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They shall bear interest at 4 per cent, per annum, payable from the 
nett receipts from the revenues ceded to the Administration of the 
Ottoman Public Debt This interest shall be payable on the 1/14 
March and the 1/14 September of each year, as follows :— 

At Constantinople, at London, and at Paris, at the rate of ^T.0.44, 
£0. 8s. od. and fr. 10 respectively. 

At Amsterdam, at Berlin, at Brussels, and at Vienna, at the rate of 
exchange at sight on Paris. 

The first coupon shall be paid on the 1/14 March, 1904. 

The new Obligations shall be endowed with an ordinary amortisa- 
tion fund of 0*45 per cent per annum. 

From the nett product indicated above there shall be deducted : — 

1. The annuity for the Obligations known as Priority Bonds until 

the extinction of the same. 

2. The interest at 4 per cent, for the Unified Converted Debt and 

the proportion of the annuity accorded to the Lots Turcs 
corresponding to that interest— that is to say, ^T.243,000. 

3. The sum necessary to effect the amortisation of 0*45 per cent. 

above provided, and the balance of the total annuity 
accorded to the Lots Turcs— that is to say, ^T.27,ooa 

The interest on the Bonds withdrawn from circulation in 
any manner whatsoever shall be added to the amortisation 
fund. 

Article 2. These new Obligations shall bear the name of" Obliga- 
tions of the Unified Converted Debt of the Ottoman Empire.' 1 

These new Obligations shall be exchanged through the agency 
of the Administration of the Ottoman Public Debt for the B, C, 
and D Bonds held by the Bondholders in the following propor- 
tions :— 

For each ^100 nominal of Series B, £70 nominal in new Bonds. 
» ;£ico „ „ C, £42 „ „ 

£100 „ „ D, £37. 10s. „ „ 

The old Bonds shall be handed by the Ottoman Public Debt to the 
Ministry of Finance. 

They shall cease to bear interest from the 1/14 September, 1903. 
The old Bonds of Series B, C and D, which shall not be presented 
for exchange within a term of fifteen years, shall be forfeited to the 
profit of the Imperial Government, to whom shall be returned the 
portion of the new Obligations issued to replace those Bonds. 

The operation of the exchange shall be carried out through the 
intervention of the following establishments : — 

CC 2 
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At Constantinople, through the intervention of the Imperial Otto- 
man Bank ; 

At Amsterdam, through the intervention of an Establishment desig- 
nated by the Committee of the Stock Exchange ; 

In Belgium, through the intervention of Financial Establishments 
designated by the Committee of the Antwerp Stock Exchange ; 
. At Berlin, through the intervention of the house of Bleichroeder 
and of the Deutsche Bank ; 

At Frankfort, through the intervention of Messrs. Bethmann 
Brothers and of the Deutsche Bank ; 

At London through the intervention of the Imperial Ottoman Bank 
and of the Council of Foreign Bondholders ; 

At Paris through the intervention of the Imperial Ottoman Bank 
and of the Establishments indicated in Article 4 of the Decree of 
2 8 Mduharrem, 1299 J 

At Rome through the intervention of the Banca d' Italia and the 
Banca Commerciale Italiana ; 

At Vienna through the intervention of the K. K. Priviligierte 
Oesterreichische Credit-Anstalt fur Handel und Gewerbe, the K. K. 
Priviligierte Allgemeine Oesterreichische Bodencredit-Anstalt and 
the Anglo-Austrian Bank. 

The capital of ^T.32,738,772, plus a sum of ,£100,000 sterling, 
which shall be paid by the Imperial Ottoman Government to the 
Ottoman Public Debt, shall serve to exchange, at the rates indi- 
cated above, the series B, C, and D, and to increase the Reserve 
Fund, mentioned in Article 8, by a sum in cash of £T. 300,000 at 
least. The balance, viz., £T. 1,460,000 is reserved for the expenses 
of the operation. 

Article 3. The new Obligations shall enjoy all the rights, privi- 
leges, and guarantees granted by the Decree of Mouharrem, and 
the Council of Administration of the Ottoman Public Debt shall con- 
tinue to act as in the past and in strict conformity with the dispositions 
of the Decree of Mouharrem. 

The assignment of all the Revenues ceded to the Bondholders by 
the Decree of Mouharrem is confirmed, including the increases to be 
obtained in the customs receipts in consequence of the revision of the 
treaties of commerce and of the modification of the customs tariffs, 
as is provided in the Decree of Mouharrem. 

It is understood that the Imperial Government is not called upon to 
assign other Revenues than those enumerated in the Decree of Mou- 
harrem and summarised above. 
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Article 4. The amortisation shall be effected by means of 
purchases on the market, if the Bonds are below par, and of drawings 
with repayment at par, if the Bonds are at par or above par. 

The drawings for amortisation shall take place, if the circum- 
stances require it, each half-year, on the 1/14 January and 1/14 July 
of each year, through the intervention of the Council of Adminstration 
of the Ottoman Public Debt, at Constantinople, in the presence of a 
delegate of the Imperial Government. The payment of the drawn 
Obligations shall take place on the 1/14 March and 1/14 September 
following the date of each drawing. 

The first drawing shall take place, if the circumstances require it, 
in the month of January 1904. 

When the drawn Obligations are repaid, all the coupons not matured 
at the date fixed for the repayment must be attached to the Bonds, 
and the missing coupons will be deducted from the amount to be 
repaid to the holder of the amortised Bond. 

The result of each drawing shall be published at the expense of the 
Ottoman Public Debt. 

Article 5. The matured coupons which shall not have been pre- 
sented for payment within the six years following their due dates, 
and the drawn Obligations not presented for payment within the 
fifteen years following the day upon which they become repayable, 
shall be forfeited to the profit of the Imperial Government. 

Article 6. The annuity of ^T.430,500 assigned by the Agree- 
ment of 18/30 April 1890 to the Ottoman Priority Obligations shall be 
transferred on the extinction of the said Obligations in 1932, to the 
general receipts of the Ottoman Public Debt. 

Nevertheless, the Imperial Government reserves the right to 
proceed, in accordance with Article 35 of the Convention of the 
18/30 April, 1890, at any time, and for its own account, to the conver- 
sion or the repayment of the Ottoman Priority Obligations. In case 
it should decide upon the conversion of the said Priority Obliga- 
tions it shall have power to create an amount of Bonds of the same 
description as the new Obligations on assigning thereto the annuity 
of ^T.430,500. These Bonds shall form an integral part of the 
Unified Converted Debt, together with the existing Bonds of the 
said Debt without distinction of rank or of treatment. 

In this case the Imperial Ottoman Bank which designated the 
delegate of the Holders of the Priority Obligations, shall nominate, 
as in the past, a representative who shall enjoy the same rights and 
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advantages as those reserved to the delegate of the Holders of the 
Priority Obligations by the Decree of Mouharrem. 

Article 7. The surpluses of the nett receipts of the Ottoman 
Public Debt above the amount of ;£T.2, 157,375 shall be divided 
between the Imperial Government and the Ottoman Public Debt 
in the following proportions : — 

75 per cent, to the Imperial Government ; 
25 „ „ Ottoman Public Debt. 

Nevertheless, from 1932, when the Ottoman Priority Obligations 
will be extinguished, the division shall be made commencing from an 
amount of receipts of ^T. 1,726,875, but this only in case the said 
Obligations shall not have been previously converted or repaid. 

The share of 25 per cent, of the Ottoman Public Debt in the 
surpluses above indicated shall be applied to an extraordinary amorti- 
sation of the Obligations of the Unified Converted Debt and of the 
Lots Turcs, but as regards the latter, the procedure shall be in con- 
formity with the dispositions of Article 10 of these presents. 

Article 8. The Council of Administration of the Ottoman Public 
Debt shall form a Reserve Fund, into which shall be paid :— 

(a) Any sum existing on the 1/14 September, 1903, to the credit 
of the account denominated " Reserve Fund for Increasing 
the Rate of Interest," in accordance with the accounts to be 
rendered by the said Council. 
(6) The sum of ^T.300,000 at least to be obtained, according to 
the dispositions of Article 2, from the product of the new 
Bonds. 
(c) The sum of ^T. 150,000 to be paid by the Imperial Ottoman 
Government at the rate of ^T. 15,000 a year, commencing 
with the year 13 19 (1903-4). 
In case there should occur, in the course of any financial year, 
a decline in the receipts below the amount of ^T.2, 157,375, any 
deficiency shall be deducted from the interest, and, if necessary, from 
the capital of the Reserve Fund. 

These deductions shall be reimbursed in the financial year or years 
following by means of deductions from the surpluses of the receipts 
of the Ottoman Public Debt destined for extraordinary amortisa- 
tion as provided in Article 7. 

In case during any financial* year a deduction should have been 
made from the Reserve Fund consequent upon a deficiency in the 
receipts due to a delay in the payment of the sums payable in virtue 
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of Paragraphs VI., VII. and VIII. of Article 8 of the Imperial 
Decree of 28 Mouharrem 1299, the arrears of the Revenues specified 
in the said three paragraphs shall be preferentially applied as soon 
as they shall be collected to the repayment of the said deduction. 

The Reserve Fund shall be increased by its interest in so far as 
this shall not have been employed as has just been stated. 

When the Reserve Fund shall amount to ^T.2,000,000, the 
interest upon that Fund shall form part of the general receipts of 
the Ottoman Public Debt. 

When the Unified Debt shall be reduced to ^T. 16,000,000, the 
Reserve Fund shall be reduced to the amount of ^T. 1,000,000, and 
the surplus above that amount shall be held at the disposal of the 
Imperial Government. The interest on the Reserve thus reduced 
shall continue to be employed as set forth above. 

On the extinction of the Unified Converted Debt and of the Lots 
Turcs, any sum existing in the Reserve Fund will revert to the 
Imperial Goverment. 

Article 9. The Imperial Government pledges itself not to estab- 
lish any tax which might bring about any reduction or deduction 
whatsoever in respect of the payment of the coupons, and the repay- 
ment of the Obligations created in virtue of the present Decree ; the 
Obligations and their coupons being for ever exempt from every tax 
and every impost in the Ottoman Empire. 

Article 10. The annuity fixed by the stipulations of the Decree 
of Mouharrem for the Lots Turcs, and the sums which have been 
subsequently assigned to them shall be replaced, until the extinction 
of the Unified Converted Debt, by an annuity of ^T.27o,ooo which 
shall commence to run from the 1/14 September, 1903. 

Furthermore, these Bonds shall benefit by all sums resulting from 
prizes and redemptions in respect of Lots which have been repur- 
chased by the Ottoman Public Debt, or which shall be repurchased 
in accordance with that which is set forth below. 

The Bonds repurchased or to be repurchased by the Ottoman 
Public Debt shall be cancelled, but their numbers shall remain in the 
drawing wheel, and the sums accruing to these Bonds at the drawings 
shall be employed as is set forth hereafter. 

The Lots Turcs shall also participate up to the extent of 40 per 
cent, in the share coming to the Ottoman Public Debt of the surpluses 
foreseen in Article 7. 

These various sums shall be employed in the following manner : — 

Commencing from 1/14 September, 1903, and until entire redemp- 
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tion, the drawn Lots shall be paid at the rate of 60 per cent, viz^ 
fr. 240 each as far as the Bonds without prizes are concerned, 
that is to say, the Lots drawn at fr. 400 nominal ; and at the rate of 
100 per cent., that is to say, according to the amount indicated on 
the amortisation table, as regards the Lots drawn with prizes. 

From the various sums coming to the Lots Turcs in virtue of the 
preceding clauses, shall be deducted first of all the amount necessary 
for the payment, as has just been set forth, of the Lots drawn at the 
drawings, which drawings shall take place in accordance with the 
original plan of amortisation. Any surplus shall be applied to re- 
purchases in the market up to the price of fr. 240. 

In case the market price should not admit of repurchases up to 
fr. 240, the sums available for these repurchases shall be invested by 
the Debt Council, until the said sums allow the Council to proceed, 
with the consent of the Imperial Government, to an extraordinary 
drawing in anticipation of the nearest drawing, such extraordinary 
drawings having naturally as result the advancing of the periods of 
the subsequent drawings, without, however, entailing the deduction 
of the compound interest provided for below. 

If, after the Reserve Fund mentioned in Article 8 is exhausted, 
the available annuity does not suffice to pay the number of Bonds in 
accordance with the plan of amortisation, the number of Bonds to 
be drawn without prizes shall be reduced to within the limit of the 
sums available, subject to a subsequent return to the original 
plan of amortisation. 

The Imperial Government shall at any time have the right ot 
anticipating the drawings, beginning with the nearest and in their 
chronological order. The Lots thus drawn shall be repaid at the rate 
of fr. 240 for the Lots drawn at fr. 400. As regards the Lots with 
prizes, they shall be paid subject to the deduction of compound 
interest, calculated half-yearly at 3 per cent, per annum for the 
period included between the day upon which the repayment shall 
be effected, and that upon which such repayment would be due 
according to the amortisation table. 

Fur their part the Holders of the Lots Turcs renounce all claim to 
interest on the basis of Paragraph C of Article 13 of the Decreed 
Mouharrem. In consequence, they will be invited to surrender the 
sheet of coupons which is attached to the Bonds to the Ottoman 
Public Debt, which will keep these sheets until the complete repay- 
ment of all the Lots. 

Article i i. The Imperial Ottoman Government reserves the right 
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of withdrawing, commencing from 191 3, the Obligations of the 
Unified Converted Debt by repaying at par all the Bonds remaining 
in circulation. 

Article 12. All the dispositions of the Decree of Mouharrem 
and of its annexes which are not modified by these presents remain 
in force. 

Article 13. The present Decree forming an integral part of the 
Decree of the 28 Mouharrem 1299 (8/20 December, 1881) the 
Imperial Government will fulfil with regard to it the formalities pro- 
vided for in Article XXI. of the Decree of Mouharrem. 

For the Council of Administration of the 
Ottoman Public Debt. 

The President, 

(Signed) H. BABINGTON SMITH. 
The Grand Vezir, 

(Seal) MEHMED FERID. 
The Minister of Finance, 

(Seal) ESSEID AHMED RESHAD. 

It will be observed that this document, which superseded 
the Draft Decree of 2nd June, 1903, published in the 
Council of Foreign Bondholders* last Report, embodies, 
besides certain modifications relating to the Lots Turcs 
(which were demanded by the representatives of the 
Continental Bondholders), all the stipulations of the 
resolution passed at the meeting held in London except 
that relating to the introduction of a revised Stamp 
Law. This condition was, however, practically com- 
plied with, as a Commission, on which the Debt Council 
was represented by its President, was immediately ap- 
pointed to draft the new Law. The labours of the 
Commission ended in April last, and the revised Law, 
which is expected to add a substantial sum to the 
product of the assigned Revenues, was promulgated on 
the 13th May. 

The Council of Foreign Bondholders are of opinion 
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that, in view ol the difficulties with which they and the 
English Committee had to contend and of the fact that 
the Foreign Syndicates and a large majority of the 
Continental Bondholders were prepared to accept the 
scheme in its original form, the result obtained may be 
regarded as distinctly satisfactory. This result was in a 
large measure due to the exertions of Mr. Babington 
Smith, and to the resolute attitude adopted by the Com- 
mittee throughout the course of the negotiations. 

The increase in the rate of Conversion for Series C by 
2 per cent is in itself most important, but its importance 
is enhanced owing to the Turkish Government having 
undertaken to provide, from its own resources, ^100,000 
sterling towards the amount of additional capital requisite. 
The result is that the nett increase in the nominal capital 
of the Unified Debt is only ^T.363,770, the service of this 
additional amount being met by a trifling reduction in the 
Sinking Fund, which, as it will only prolong the life of 
the Bonds by about two years, cannot be regarded as 
detrimental to the interests of the Bondholders. The 
introduction of the revised Stamp Law, with its attendant 
increase in the product of the assigned revenues, is pro- 
bably a more tangible form of security than a simple 
guarantee on the part of the Turkish Government, whilst 
the large initial amount of the Reserve Fund, its further 
increase by means of the payments to be made by the 
Turkish Government, and the provision regarding the 
repayment of possible drafts on that fund, including the 
special clause relating to the Eastern Roumelian Annuity 
and the Bills on the Customs, all contribute to the 
security of the Bondholders' position. Moreover, the 
apportionment of 75 per cent, of the surpluses to the 
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Turkish Government should act as a powerful stimulus 
to the Ottoman authorities to assist the Debt Council in 
the development of the Revenues which it controls. 

It is also a matter for congratulation, that the coupon on 
the Series Bonds due on the i/i4th September, 1903, was 
paid at the increased rate, viz., f instead of i per cent, in 
accordance with Lord Alverstone's award. At the last 
moment the Turkish Government objected to the distribu- 
tion of the additional £ per cent., contending that the fact 
of the Unification becoming an accomplished fact rendered 
the award null and void. In order to avoid fresh diffi- 
culties, the Debt Council decided to advertise the coupon 
at the old rate, and, pending a decision, to issue certificates 
of claim for the additional £ per cent* The Council 
of Foreign Bondholders, however, feeling that the Govern- 
ment's contention was quite untenable, entered a strong 
protest on behalf of the Bondholders, and the question 
was thereupon very shortly settled, the extra amount being 
duly paid. 

The Conversion was opened simultaneously in the 
various cities mentioned in the Decree on the 15th 
October last. The following statement shows approxi- 
mately the progress made up to the 30th June last : — 



Series B 
„ C 
„ D 



Total 



1/14 September, 1903. 
Series Bonds Outstanding. 



16/30 June, 1904. 



4,158,023 
27,354.470 
44,405,526 



£T. 7S,9i8,oi9 



Converted. 



4,120,732 

27.097,334 
43,530,300 



74,748,366 



Unconverted. 



37,291 
257,136 
875,226 



1,169,653 
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The total amount of scrip ot the new Unified Bonds 
issued in respect of the Series Bonds up to the 30th June 
was ^T.30,589,240. 

The exchange of scrip and old Bonds for Definitive 
Bonds began on the 16th July last, and will continue, until 
the 14th March, 1905, to be effected by the various estab- 
lishments charged with the conversion, after which date 
the exchange will only take place at the Imperial Ottoman 
Bank at Constantinople. 

The following information is taken from the Preliminary 
Reports published by the Debt Council, supplemented by 
later information supplied by Mr. Block. 

Revenues. 

Owing to the Unification of the Debt having been carried 
out, the year 1903-4 formed a period of transition, the old 
rigime being in force until the 1/14 September, 1903, 
and the new from that date onward. The Debt Council 
have, therefore, issued separate Preliminary Reports dealing 
with each of the half-years. The definitive Report for the 
year, which will be published by the Debt Council, 
will embrace both periods ; it will not appear before next 
September. 

During the first half of the financial year the gross 
receipts from the assigned Revenues amounted to 
^T. 1,508,453, and the nett amount applicable to the 
service of the Debt to £T. 1,41 1,890. After effecting the 
Debt service in accordance with the Decree of Mouharrem 
(including the payment of the September, 1903, coupon of 
the Series Bonds at £ instead of \ percent) there remained 
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a balance of ;£T.i6i,7s6. Of this sum ^T.22,103 was 
credited to the Special Account of the Lottery Bonds, 
leaving £1.139,653 to be added to the Reserve Fund. 

The gross receipts for the second half-year reached a 
total of £T. 1, 1 36,05 5, the nett amount available for the 
Debt service being £T. 1,079,205. The total annuity fixed 
by the D£cret- Annexe for the service of the Priority Bonds, 
the Unified Converted Debt, and the Lottery Bonds is 
/T.2, 1 57,375, and after providing a moiety of this sum 
there remained a small surplus of J6T.517, which remains 
to be divided, in accordance with the new arrangement, 
between the Government and the Debt in the respective 
proportions of 75 and 25 per cent. 

The increase in the receipts from the " Five Revenues " 
for the whole year amounted to £T. 1 10,803, whilst the 
returns from the Tobacco Tithe and the Tobacco 
R£gie increased respectively by £T.8o,934 and ^.47,627. 
The total increase in the Receipts under the head 
of " Revenues " was ;£T.238,999, but this was almost 
entirely counterbalanced by the decrease of £T.228,039 
in the amount received from the Bulgarian Government 
on account of the Eastern Roumelian Annuity * the actual 
result being an increase of £T. 10,960 in the gross Receipts 
and of ;£T.3 1,657 * n the nett amount applicable to the 
Debt Service as compared with 1902-3. 

Tobacco R£gie and Tobacco Tithe. 

The receipts of the R6gie showed a considerable increase 
for the )'ear 1903-4, but the outlook for the present year 

* In 1902-3 the Bulgarian Government paid two years' arrears in addition to the usoal 
instalments for the year. 
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is not so promising. It may be estimated that for the 
reasons advanced below there will be a shrinkage in the 
receipts from the Tobacco R£gie and the Tobacco Tithe 
of as much as ^T. 100,000 in the current year, but this 
source of revenue has always been a fluctuating one, and 
in the natural course of things has its alternate good and 
bad periods. The Tobacco Tithe in 1903-4 attained the 
unprecedented figure of ^T.246,600, and the share of the 
Debt Administration in the profits of the R£gie showed a 
substantial plus-value as compared with the preceding 
period The high prices paid for tobacco last year have 
encouraged the cultivators to sow on a far wider scale, 
and if more tobacco is grown than the R6gie can 
consume, prices must necessarily again fall Contraband 
promises to be rife, and the Turkish Government 
seems unwilling or unable to cope seriously with the 
smugglers. In certain outlying districts, the Provincial 
Authorities lend the R6gie no assistance. The Council of 
the Debt has called the attention of the Government to 
the laxity of the local Governors, but under any circum- 
stances the receipts for the present year will doubtless 
fall short of those of 1903-4. 

Eastern Roumelian Annuity. 

The instalments due by the Bulgarian Government have 
been punctually paid. 

Stamp Revenue. 

Under the old Law the receipts from Stamps were nearly 
stationary, although in districts recently opened up by 
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railways a slight increase was visible, and the only hope 
of increasing the receipts under this head was to obtain 
the active co-operation of the Government and of the 
Foreign Embassies, and to extend the action of the Law. 
These were the objects which the Council had in view 
when the new Law was made an essential condition of 
their acceptance of the Unification. 

The delays in its promulgation were inevitable, but it is 
satisfactory to know that the Law has been most care- 
fully drafted in order to overcome both the susceptibilities 
of foreign financial, commercial and industrial establish- 
ments, and the natural prejudices of the local populations 
whose contributions to the Fisc under this head have 
hitherto been comparatively light 

The Council of the Debt was fortunate in obtaining, in 
addition to its own experts, the assistance of an official of 
the Control Department of Financial Administrations at 
the French Ministry of Finance. The Turkish Com- 
mission appointed ad hoc at the Porte has shown com- 
mendable assiduity and good will, and the Law as 
drafted may be expected to produce a considerable 
improvement in the receipts. The Turkish Government 
fully understand their interest in affording their co- 
operation. The increase in the receipts may be gradual 
at first, but the Bondholders may congratulate themselves 
that this matter, which has been a just cause of complaint 
for many years, has now been satisfactorily settled. A 
new source of revenue has been created which will not 
press too heavily on the population, since it should not be 
forgotten that the revenue in Turkey from Stamps has 
been quite insignificant as compared with that of other 
countries. 
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Reserve Fund. 

At the date of the Unification, 1/14 September, 1903, 
the Reserve Fund amounted to ^"T. 1,1 13,865, as compared 
with ^T.814,084 on the 1/14 March, 1903. The increase 
was mainly due to the transfer to this account of the sum 
of ^T. 146,35 1 belonging to the "Suspense Fund," created 
at the close of the preceding financial year in connection 
with the arbitration regarding the increase in the interest 
on the Scries Bonds, and to the Reserve Fund's share of 
the surplus receipts for the half-year ending September, 
1903, which amounted to /T. 139,65 3. 

On the 1/14 March, 1904, the Reserve Fund amounted 
to ^T. 1 443,743, which included the ^T.300,000 added in 
virtue of Article 8 of the D6cret-Annexe and the interest 
on the following securities in which part of the Fund 
had been invested : — 

Uni6ed Converted Debt... j£T. 990, 374 nominal 
1880 Priority Bonds 41*360 „ 

Three per Cent. Exchequer 
Bonds £132,500= ... 145.750 » 

/■t * .**. *q* \ purchased at a cost ot 
* T ' 1 ' 177 ' 484 12X914,345. 

Of the Unified Bonds held, ^492,800 represented the 
new capital issued in respect of the Series C and D Boods 
belonging to the Reserve Fund previous to the Unification, 
and ;£T.497,574 were purchased in the course of the 
second half-year at an average price of 78.46 per cent. 

The interest earned by the Reserve Fund during the 
financial year amounted to £^43,65 8. 

It is to be noticed with regret that the Turkish Govern- 
ment has not yet paid the annuity of ^T. 15,000 due for 
last year, according to the stipulations of the " D6cret- 
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Annexe," but the matter is being continuously pressed on 
their attention by the representative of the English Bond- 
holders on the Debt Council. 

If the matter remains in abeyance it will be necessary 
to communicate with the Syndicates in other countries, in 
order to bring further pressure to bear to oblige the Porte 
to carry out this engagement 

General Receipts. 

The following is a Statement of the gross Receipts at 
the Central Office of the Administration of the Ottoman 
Public Debt, for the year ending the 13th March, 1904: — 

Ceded Revenues — Salt, Spirits, Stamps, Fisheries, 

Silk, and arrears of Tobacco £T. 1,295,935. 14 

Tobacco Tithe 246,600.19 

Revenue of the Tobacco Administration, Repay- 
ment of Advances, etc (Regie Company) ... 808,584.73 

Sundry Receipts 1,773-37 

Tribute of Eastern Roumelia 114,019.96 

Bills on Customs, Cyprus 102,596.00 

„ „ Tumblki 50,000.00 

Total Gross Receipts ... ^.2,619.509.39 

Amortisation of the Unified Converted Debt. 

The total sum a^Hable for Ordinary Amortisation 
in respect of the half-year ending March, 1904, was 
^T.75470.20 — viz., a moiety of the annuity of 0.45 per 
cent, ^T.73,662.24, and £T. 1,807.96, interest on Bonds 
redeemed. Of this, ^T.72,239.54 was applied to the pur- 
chase of Bonds to the nominal amount of ^T.90,398, and 
the balance of ^T.3,230,66 was carried forward. 

As regards Extraordinary Amortisation, the amount 
applicable from the surplus Receipts of the above-mentioned 
half-year was only jfT.77.68, and it was, therefore, carried 
forward. 

DD 
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Lottery Bonds. 

The following Table shows the nominal capital and cost 
of the Lottery Bonds redeemed since 1882. It will be 
remembered that in virtue of the D6cret-Annexe an 
annuity of ^T.270/300 is now applied to the redemption 
of these Bonds : — 



Year. 


Nominal Capital Redeemed. 


Cost 








By Drawings. 


By Purchases. 






£J- 


£T- 


£J. 


1882-3 ... 


42,873 




167,350 


1883-4 ... 


59,162 


7,142 


194,497 


1884-5 .. 


22,617 




117,902 


1885-6 ... 


42,080 


... 


156,631 


1886-7 ... 


42,080 


... 


156,631 
182,961 


1887-8 ... 


55.452 
26,188 




1888-9 .. 


87,239 


144,341 


1889-90 ... 


26,188 


91,762 


157,426 


1890-1 ... 


27,379 


77,160 


157,044 


1891-2 ... 


28,569 


82,557 


157,267 


1892-3 .. 


28,569 


29,957 


139,320 


1893-4 - 


29,759 


* 


127,090 


1894-5 -. 


3<>,949 




128,621 


1895-6 ... 


32,140 


",904 
282,778 


138,399 


1896-7 ... 


32,140 


29A434 


1897-8 ... 


33,33' 


6 H*l 
204,838 


171,036 


1898-9 ... 


34,521 


259,363 


1 899-1900 


35,7H 


118,950 


216,612 


1900-1 ... 


36,902 


84,326 


189,557 


1901-2 


38,092 


98,127 


196,193 
234,818 


1902.3 ... 


38,092 


147,368 


1903.4 ... 


40,472 


108,657 


252,385 


783,267 


1,498,348 


3,935,879 


Deduct nominal value of repur- 






chased Bonds drawn and in- 






cluded in column 1 


23,427 


12,761 




£T- 


1,474,921 


t3,923,"8 



* The purchases were discontinued in 1893-4, when there appeared a probability that 
the scheme of the Austro-Hungarian Syndicate would be adopted. They were resumed w 
» 895-6. the Imperial sanction to that scheme not having been obtained. 

t Including premiums. 
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The following Table shows the Receipts of the Tobacco 
R£gie during the twelve months of the last financial year, 
as compared with the corresponding months of 1902-1903. 



Months. 


1902-1903. 

Receipts. 


1903-1904- 
Receipts. 


Difference. 


March 

April 

May 

June 

July 

August 

September 

October 

November 
December 

January 

February 





169,321 
171,969 
186,676 
184,691 
194,663 

195,388 
184,971 

187,245 
176,203 
166,909 

173,493 
169,688 


£T- 
186,223 
193,766 
208,330 
203,373 

207,533 
200,179 

193. 151 
191,244 
166,879 
176,021 

173,697 
170,846 


£?• 
+ 16,902 
+ 21,797 
+ 21,654 
+ 18,682 
+ 12,870 

+ 4,791 
+ 8,180 

+ 3,999 
- 9,324 
+ 9,H2 
+ 204 
+ 1,158 


Total 


. £T. 


2,161,217 


2,271,242 


+ 110,025 



The amount accruing to the Public Debt out of the 
R6gie Receipts during the year was as follows : — 



Fixed Royalty ^T. 750,000 

Less deduction on account of Egyptian Reftfeh.. 50,000 

Share of Duties on Export of Tobacco to Egypt ... 
Share in Profits 

Total 



j£T.7oo,coo 

2,985 
72,861 

£T. 775,846 



The following Table (in which fractional amounts are 
omitted) has been compiled by the Council in order to 
give, in a final and condensed form, the movement of the 
Series Debt from its inception in 1881, under the Decree 
of Mouharrem, to its Unification in 1903 in virtue of the 
" D^cret- Annexe" : — 

DD 2 
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URUGUAY. 



New Consolidated Three and 

a-Half per Cent. External 

Debt Amount issued, 1891 

and 1896 £20,500,000 

Less redeemed 1,216,060 



Five per Cent Loan of 1896. 

Amount issued £1,667,000 

Less redeemed 289,560 



Total outstanding 



£19,283,940 



1,37744a 
£20,661,380 



Uruguayan Committee. 



Rt. Hon. Sir Edward Thornton, 

G.C.B., Chairman. 
Rt Hon. Lord Avebury. 
L. J. Baker, Esq. 
W. H. Bishop, Esq. 
C. T. D. Crews, Esq. 
L. Fitz-Wygram, Esq. 
R. Fleming, Esq. 



Hon. Sir C. W. Fremantle, 

K.C.B 
Sir A. Henderson, Bart, M.P. 
G. Herring, Esq. 
Ross Pinsent, Esq. 

Secretary. 
James P. Cooper, Esq 



Area 72,000 square miles. 

Population (Census, 1901) 964,570. 

Capita], Montevideo. Population (estimated) ... 273,60a 

External Debt per head ^21. 8s. 5<i. 

President Don Jose* Battle y 

Ordofiez. 



Digitized by VjOOQ IC 



4 22 

Minister and Consul-General of Great 
Britain in Uruguay Walter Baring, Esq. 

Charge* d'Affaires of Uruguay in 
Great Britain ,.. Don Alfonso de Zumaran. 

Agents of the Bondholders in Monte- 
video The London and 

River Plate Bank. 



History of the Debt (Foreign). 

1864.— Monte videan Six per Cent. Loan. Amount, ^1,000,000. 
Sinking Fund, 1 per cent, accumulative. Issued by Messrs. 
Maua, Macgregor & Co at 60 per cent., to convert Internal 
Liabilities. Secured generally upon the Revenues of the 
Republic, and specially upon certain Customs and Anchorage 
Dues. 

4871. — Consolidated Six per Cent. Loan. Amount, ,£3,500,000. 
Sinking Fund, 2 J per cent, accumulative. Issued at 72 per 
cent, by Messrs. Thomson, Bonar & Co., to consolidate 
Internal Liabilities and for the voluntary conversion of 
the 1864 Bonds. 

1876-8.— The service of the Debt was suspended. 

1878. — Interest Bonds were issued in respect of the four unpaid 
Coupons, amounting to ^371,520, bearing i± per cent 
interest. The interest on the 1871 Loan was reduced to 
2 J per cent, for a period of five years, after which full pay- 
ment of 6 per cent, was to be resumed. 

1883. — The Government's proposal to consolidate the Internal Debt, 
amounting to ^6,808,500, and the External Debt of ^3,467,500 
into a Five per Cent. Unified Debt for ^10,276,000, was 
accepted by the Bondholders. New Bonds for the nominal 
amount of ;£ 11,127,000 were issued, the difference, ra, 
,£851,000, being handed to the Bankers of the Government. 
A Sinking Fund of i per cent, was to be applied "by quarterly 
drawings at par. The External Bonds of 1 87 1 were exchanged 
at par. 

1888. — Six per Cent. Loan. Amount, ^4,2 5 5,300. Sinking Fund, 
1 per cent. Issued by Messrs. Baring Bros. & Co. at 82 J 
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* • 

per cent. The object of this Loan was the redemption of 
the Internal Debt, any balance to be applied to public works. 

189a— A Six per Cent. Loan of ;£ 1,980,000 was made to the Govern- 
ment by Messrs. Baring Bros. & Co. This was not issued 
to the public. 

1 89 1. — The Government were not able to meet the Coupons on the 
External Debt falling due in September and October, 1891. 
An arrangement was accepted providing for the Conver- 
sion of the Loans of 1883, *888, and 1890, amounting to 
;£ 16,724,300 with arrears of interest to 1st February, 1892, 
.£625,572, total ;£i 7,349,872, into a New Consolidated Debt, 
bearing 3 J per cent, interest at the following rates: — 

,£105 in New Bonds for each £100 of the Five per Cent. 
Unified Loan of 1883 with Coupons of October, 
1891, attached. 
,£115 in New Bonds for each ^100 of the Six per Cent. 
Loan of 1888, with Coupons of September, 1891, 
attached. 
,£113 in New Bonds for each ^100 of the Six per Cent 
Loan of 1890, with Coupons of* November, 1891, 
attached. 

The total amount of New Bonds authorised was ^20,500,000, 
out of which ;£ 1,200,000 were reserved to provide for claims 
in connection with the Uruguay Western Railway construc- 
tion. (These Bonds have since been issued. See below.) The 
amount of New Bonds issuable in respect of the three Ex- 
ternal Loans at the above-mentioned rates was £18,130,905. 
The arrears of guarantee due the Railway Companies to 
December 31st, 1891, were settled for /633,ooo New Bonds, 
the balance being applied to the expenses of Conversion, 
etc. Total, ;£ 19,300,000. The first quarterly Coupon on 
the New Consolidated Debt was paid on May 1st, 1892. 

For the service of the Debt 45 per cent, of the Customs 
Receipts of the Republic were specially hypothecated. Out 
of these proceeds are also paid the amounts falling due for 
Railway Guarantees from December 31st, 1891, reduced from 
7 per cent, to 3$ per cent, on £5,000 per kilometre. Pro- 
vision is made, as the earnings of the Railways increase, for 
the release of part of the interest guaranteed. 
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Any balance of the proceeds of the 45 per cent, of the 
Customs Receipts after providing for the foregoing, and for the 
expenses of the Debt service, to be applied annually to amorti- 
sation of the Debt by purchase or tenders when the Bonds are 
below par, and when above, by drawings for redemption at par. 

Any excess, after providing sufficient for an accumulative 
Sinking Fund of 1 per cent, on the total Debt, to be returned 
to the Government 

1896. — The unissued Bonds, amounting to ,£1,200,000, reserved to 
provide for claims in connection with the Uruguay Western 
Railway, were handed over to the Government, by whom 
they were applied as follows : one-half to the settlement of 
the claims of the Uruguay Company, Limited, in respect of 
the construction of the Western Railway ; and one-half to 
the Contractor for the completion of the line. 

1896. — Five per Cent. Loan. Amount, / 1,667,000. Sinking Fund, 
1 per cent, accumulative, applied half-yearly by drawings at 
par, or by purchase when under par. Issued by Messrs. 
Glyn, Mills, Currie & Co., at 71 i per cent., to form the 
initial capital of the Banco de la Republica. Specially secured 
by a first charge of 5 J per cent, of the gross revenues of the 
Custom Houses of the Republic, collected daily in the same 
manner as in the case of the Consolidated Debt. 



Report. 

The service of the External Debt has been effected 
with entire regularity during the past year, the per- 
centages of the Customs Revenue assigned thereto having 
been punctually paid each fortnight 

In January last a serious revolutionary outbreak began, 
which has apparently not as yet been quelled. No reliable 
information as to the true state of affairs is, however, 
available, nor has it been possible to obtain all the usual 
data regarding the financial situation. 
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3i per cent. Consolidated Debt. 

The 45 per cent, of the Customs Duties received for the 
service of this Debt and the Railway Guarantees each year 
since 1892 is shown below : — 



1892 

1893 
1894 

1895 
1896 
1897 
1898 
1899 
1900 
1 901 
1902 
1903 



$3,773*478 
3.887,825 

4,509,295 
4,631,882 

4,533,643 
3,724,227 

4,328,479 
4,325.693 
4,189,236 
4,191,025 
4,192,808 
4,557,876 



Up to the present the operation of the Sinking Fund 
has given the following results : — 



February, 1895 •• 
February, 1896 .., 
February, 1897 .. 
February, 1898I 
February, 1899/ 
February, 1900 .. 
February, 1901 . 
February, 1902 .. 
February, 1903 .. 
August, 1903 .. 
February, 1904 ... 



Total 



Bonds Redeemed 

... £244,040 

... 332,300 

160,300 

J No surplus 

I available. 

69,560 

58,400 

65,240 

81,280 

98,920 

106,020 

. £1,216,060 



The amounts paid in respect of the Railway Guarantees 
since 1892 have been as follows : — 



1892 

1893 
1894 
1895 
1896 
1897 
1898 
1899 
1900 
1901 
1902 
1903 



£188,896 

174,471 
166,225 

164,954 
185,172 
190,341 
179,948 
167,903 
168,514 
168,478 
157,020 
150,234 
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Banco de la Republica. 



The following Statement shows the position of the Banco 
de la Republica on 30th April, 1904: — 



ASSETS. 

Unissued Shares of the Second Series ... $5,000, 00a 00 

Unissued Bonus Shares 1,810,653.06 

Sundry Debtors 8,810,072.21 

Deposits... ... 5»9o8,772.97 

Guarantees of Judicial Deposits ((1,140,000 

Nominal in Bonds of the Extraordinary Loan 

of 1897 at 70 per Cent.) 798,000.00 

Cash in hand 5,443,106.66 



Total 


127,770,604.90 


LIABILITIES. 




Capital 


$12,000,000.00 


Sundry Creditors 


4,"7.55937 


Depositors 

Judicial Deposits, etc 


5,908,772.97 


554,687.49 


Service of the Extraordinary Loan of 1897 ; 




Payments of the Director-General of Direct 




Taxes 


66,102.13 


Notes in Circulation 


4,784.136-00 


Reserve Fund 


189,346.94 


Prevision Fund 


130,00a 00 


Silver cheques (" conformes ") in circulation 


20,00a 00 


Total 


$27,770,604.90 



The three appended Tables, published by the Depart- 
ment of Public Credit, give the position of the Public 
Debt of the Republic on the 1st January, 1904, the various 
conversions applied to it since its inception in 1859, and its 
movements, year by year, since that date : — 
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MOVEMENT OF THE PUBLIC DEBT IN 1903. 



Name of 
Debt. 


Rate 

of 

Interest. 


Outstanding 
Jan. xst, 1903. 


Issued 
during 
1903. 


Redeemed 
during 
1903. 


Outstanding 
Jan. 1 st, 1904. 


Internal. 




$ 


Nil 


* 


$ 


Guaranteed Debt . . 


A% 


3,460,600.00 


61,600.00 


3,309,000.00 


Internal Unified 












Debt 


%\ 


4,870,500.00 


Nil 


308,450.00 


4,562,050.00 


Liquidation Debt . . 


515,403.16* 


Nil 


248,767.37 


a66.634.79* 


Treasury Certificates 












Debt 


6Z 


4,672,000.00 


Nil 


83,850.00 


4,588,15a 00 


Extraordinary Loan 












of 1897 
Do. Second Issue 


6jr 


3, 146,200. 00 


Nil 


155,300.00 


2,990,900.00 


6% 


2,308,300.001 


Nil 


75,200.00 


2,233,100. cot 


Do. Third Issue 


*T 


1,295,300.00 


Nil 


35,000.00 


1,260,300.00 


Do. Fourth Issue 


6% 


960,600.00 


Nil 


29,200.00 


931,400.00 


Amortisable a Debt 












Second Series . . 


— 


— 


2,884,607.03 


167,900.00 


2,716,707.03 


External. 












Consolidated Debt.. 


3i* 


9if979.759.oo 


Nil 


846,940.00 


91,132,812.00 


Uruguayan Loan of 












1896 


1% 


6,735.852.00 


Nil 


169,200.00 


6,566,652.00 


International. 












French Debt 


*%. 


34,725-i4 


Nil 


34»725.»4 


— 


Spanish Debt 


5>5L 


"3,650.00 


Nil 


15*400.00 


98,250.00 


Brazilian Debt 


5? 


3,082,00000 


Nil 


73,500.00 


3,008,500.00 






123,174,881.30 


2,884,607.03 


2,305,032.51 


«3»754,455-82 



• Including $715,274.95 to be issued. 



t Including $250,950.46 to be issued. 
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MOVEMENT OF THE PUBLIC DEBT YEAR BY YEAR 
FROM i860 TO 1903. 



1 




Circulation. 


Amount of 

Debt in each 

Year. 


1 Year. 


Internal 


External 


International 




Debt. 


Debt. 


Debt. 




* 


$ 


* 


$ 


i860 


2,726,880.00 






2,726,880.00 


1861 


3,034,560.00 






3,034,560.00 


1862 


2,842,000.00 






2,842,000.00 


1863 


2,523,840.00 




... 


2,523,840.00 
11,642,240.00 


1864 


3,829,540.00 


4,700,000.00 


3,113,700.00 


1865 


3,420,440.00 


4,624,800.00 


3,05 1, 20a 00 
2,988,700.00 


11,096,440.00 


1866 


3,689,186.15 


4,542,080.00 


11,219,966.15 


1867 
1868 


4,996,06544 


4,452,310.00 


2,930,60a 00 
2,881,500.00 


12,378,975-44 


ii,549,io9-24 


4,370,060.00 


18,800,669.24 


1869 


10,678,834.29 


4,370,o6o.oo 


2,769,800.00 


17,818,694.29 


1870 


10,378,229.56 


4,205,090.00 


2,657,700.00 


17,241,019.56 


1871 


19,026,832.54 


4,127,540.00 


2,558,000.00 


25,712,372.54 


1872 


17,371,85714 
21,399,582.95 
23,849,765.90 


16,032,170.00 
i5,589»430.oo 


2,462,400.00 


35,866,427.14 


1873 


2,343,100.00 


39,332,112.95 


1874 


15, H9,430.oo 


3,388,300.00 


42,357,495.90 


1875 


27,121,879.33 
29,893,575.82 


14,874,560.00 


3,2oi,75aoo 


45,108,189.33 
47,780,485.82 


1876 


14,874,560.00 


3,oi2,35aoo 


i877 


29,878,382.31 


14,874,560.00 


2, 842, 25a CO 


47,595,192.31 


1878 


31,027,989.89 


14,874,56a 00 


2,688,950.00 


48,591,499.89 


1879 


30,812,692.62 


16,297,344.00 


2,497,150.00 


49,607,186.62 


1880 


29,896,074.58 


16,297,344.00 


2,311,650.00 
4,077,463.15 


48,505,068.58 
57,»34,6ii.i3 


1 881 


37,459,803.98 


i6,297,344.oo 


1882 


37,468,239.18 


16,297,344.00 


3,914,313.15 


57,679.896.33 


1883 


38,938,184.36 


16,297,344.00 


4,040,375.14 


59,275,90350 
59,774,428.99 


1*84 


4,007,993.85 


52,030,410.00 


3,736,025.14 


1885 


4,976,72900 


51,750,290.00 


3,447,275.14 


60,174,294.14 


1886 


i7,637,9o6.8§ 
17,159,161.26 


51,456,540.00 


3,126,275.14 


72,220,721.99 


1887 


51,143,340.00 


2,839,675.14 


71,145.176.40 


1888 


6,033,639.33 
8,908,687.36 


70,621,730.00 


2,534,575-H 


79,189,944.47 


1889 


70,068,540.00 
78,884,800-00 


2,302,525.14 
2,144,875.14 


81,279,752.50 


1890 


8,819,175.51 


89,848,850.65 


1891 


7,198,637.91 


78,604,210.00 


1,987,125.14 


87,789,973.05 


1892 


11,683,764.31 


90,561,950.00 


1,827,025.14 


104,072,739.45 


l«93 


",355»oi4.3i 


90,561,950.00 


1,667,075.14 


103,584,039.45 
106,606,053.23 


1894 


11,089,128.09 


90,561,95000 


4,955,075.14 


1895 


10,802,628.09 


89,414,962.00 


4,749,825.14 


^04,967,415.23 


1896 


12,834,850.29 


101,41 1,712.00 4,539,825. 14 


118,786,387.43 


1S97 


15,947,010.55 


100,490,512.00 


4,327,575.M 


120,765,097.69 


1898 


19,986,848.30 


100,325,072.00 


4,113,475.14 


124,425,39544 


1899 


23,101,898.30 


100,161,606.00 


3,896,025.14 


127,159,52944 


1900 


22,189,498.30 


99,660, 68a 00 


3.656,775.14 


125,506,953.44 
124,803,287.57 


1 901 


22,193,282.43 
21,228,902.16 


99,195,380.00 


3,414,625.14 


1902 


98,715,604.00 


3,230,37514 


123,174,881.30 
123,754,455.82 


1903 


22,948,241.82 


^7,600,464.00 


3,106,750.00 
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The following Table shows the Customs Receipts for 
1903 compared, month by month, with those for 1902:— 
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[Uruguay. 



SUMMARY OF CUSTOMS RECEIPTS.* 







Increase or Decrease 


Year. 


Amount. 


compared with 
previous Year. 




* 


* 


1892 


8,614,652 


... 


1893 


9,003,600 


+ 388,948 


1894 


10,276,233 


+ 1,272,633 


1895 


10,660,513 


+ 384,280 


1896 


10,304,436 


— 356,077 


1897 


8,585,102 


— 1,719,334 
+ 1,287,874 


1898 


9,872,976 


1899 


10,004,425 


+ 131,449 


1900 


9,433^69 


— 57M56 


1 901 


9,654,797 


+ 221,528 
+ 194,892 


1902 


9,849,689 


1903 


10,321,228 


+ 471,539 



The figures from 1893 to 190a, inclusive, are definitive returns ; those for 1903 provisional. 



In the annexed Table is given the yield of the 45 
per cent, of the Customs Duties in 1903, as compared 
with 1902 and previous years, and also the total amount 
remitted in sterling to London for the service of the Three 
and a-Half per Cent. External Debt and the Railway 
Guarantees : — 
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[Uruguay. 



The amounts produced from the same source for the 
first six months of 1904, as compared with the correspond- 
ing period of 1903, were as follows : — 
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The Office of Public Credit in Montevideo has published 
its usual Statement, showing the manner in which the 
sum yielded by the 45 per cent, of the Customs Duties 
assigned to the service of the Three and a-Half per Cent 
Consolidated Debt and Railway Guarantees since the Law 
.of the 26th August, 1 891, came into operation, has 
tbeen applied : — 

SERVICE IN LONDON. 



Consolidated Debt of Uruguay— 
48 Quarterly Coupons, paid 1st May, 1892, 

to 1st February, 1904 

Commission, J per cent 

Amortisations, Nos. I to 8 — 

Purchase of £916,600 ... £455* MO II 7 
Commission, J per cent. 1,137 17 o 

Railway Guarantees for 48 quarters 

Expenses, 1st to 45th quarter 
(according to Glyn, Mills, 
Currie & Co.'s accounts) ... £2,795 18 6 

Expenses, 46th to 48th quar- 
ter (estimated) 100 o o 

Six per Cent. Unified Loan of 1888, balance 
for service in London 



6,562,575 * 
32,812 17 



d. 

6 
6 



456,278 8 
2,062,157 o 



2,895 * 8 
44 5 



Loss by Exchange ... # 1 

Amortisation No. 9 — 

Proportion corresponding to the Bonds 1 
heW calculated at £14,589.960 
Amount belonging to the Amortisation at I 

Montevideo - 1 

r Balance carried forward to the 49th quarter, 
ending 1st May, 1904 ( 

Total Service in London ... 



! 9,116,763 n 9 

45,147 o o 

793 14 o 

77,255 2 8 



9,239,959 8 5 



30,844,102.85 
154,220.51 



2,144,508.63 
9>692,i379° 



13,610.84 
208.13 



42,848,788.86 
61,709.82 

212,100.90 

3,730-4O 
363,099.12 



43,489,5i9-io 



$43489,5 19- 10 at $4.70 per £ = £9,253,089 3 5 
Remitted to London 9,239,959 8 5 



Loss by Exchange 



£13,129 15 0= $61,709.82 
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[Uruguay. 



SERVICE IN MONTEVIDEO. 



Consolidated Debt of Uruguay — 
48 Quarterly Coupons, paid 1st 
May, 1892, to 1st February, 1904 

Amortisations, Nos. 1 to 8 — 

Purchase of ;£ 1 93, 440 

Amortisation No. 9— 

Proportion corresponding to the cir- 
culation calculated at (£4,800,000) 


£ * *. 

1,609,266 4 6 
96,077 8 5 


% 

7,563,551.25 
451,563.87 


1,705,343 12 11 
14,853 


8,015,115.12 
69,809.10 


1,720,196 12 11 


8,084,924.22 



RECAPITULATION. 





£ 


s. 


d. 


* 


Service of Debt in London for 48 










Quarterly Coupons and 8 Amorti- 










sations 


9,116,763 


11 


9 


42,848,788.86 


Ditto in Montevideo 


1,705,343 


12 


11 


8,015,115.12 


Loss by Exchange 


13,129 


15 





61,709.82 


♦Balance on 31st December, 1903, 










applicable to the amortisation of 










the Consolidated Debt of Uruguay 


60,000 








282,000.00 


Balance carried forward to the 49th 










quarter ending 1st May, 1904 
( There is destined for the Sinking 


7*255 


2 


8 


363,099.12 


10,972492 


2 


4 


51,570,712.92 










•< Fund in London 


45» H7 








212,190.90 


I Do. do. in Montevideo 


14,853 








69,809.10 


^60,000 








$282,000.00 



EE 2 
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The following Statement has also been published with 
regard to the service of the Uruguay Five per Cent 
External Loan of 1896 : — 



Amount of the 5J per cent, of the 
Customs Duties collected from 1st 
June, 1896, to 30th November, 1903 

Profit on Exchange 

Transferred from General Revenues: — 

In 1897 £4,469 9 3 

„ 1900 2,746 19 ± 

,, 1901 59 15 


£ s. J. 

820,727 12 6 
125 19 1 

7,276 4 3 


$ 

3,857,419-8$ 
591.98 

34,198.19 


£828,829 15 10 


$3,892,210.02 



1 
1 


£ s. 


d '\ 


$ 


30 Quarterly Coupons paid, reckoned 1 




\ 




from 1st July, 1896 | 


579,265 


. 


2,722,545.50 


Amortisations Nos. 1 to 15 ... 


170,885 





803,159.50 


750,150 


°l 


3,525,705.00 


Commissions 


3,323 10 


9! 


15,620.63 


Expenses 


623 3 


6 


2.928.92 


754,096 14 


3 


3,544,254.55 


Balances transferred to the account of 








the Government by Messrs. Glyn, 








Mills, Currie & Co. :— 








In 1896 £2,775 2 2 








„ 1897 25 14 5 








,» 1898 n,938 19 3 








,, 1899 ",885 15 11 








„ 1900 12,816 5 11 








,, 1 00 1 7,no 1 10 








„ 1902 10,250 15 7 








» 1903 17,230 6 6 










74,033 * 


7 


347,955.47 


£828,129 15 


10 


$3,892,210.02 1 
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Trade Statistics. 

The foreign trade movement of the Republic during 
the last four years is shown below : — 





1900. 


1 901. 


1902. 


1903. 


Exports 

Imports 


$ 

29,388,187 
23,978,6o6 


$ 

27,731,126 
23,691,932 


* 

32,549,483 
23,757,471 


$ 

37,317,909 
25,103,966 


Excess of Exports . 


5,409,581 


4,039,194 


8,792,012 


12,213,943 



In comparison with 1902, the value of Exports and 
Imports increased by $4,768426 and $1,346495 
respectively. 

The Council have been unable to obtain details of the 
Exports and Imports in 1903. 
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VENEZUELA. 

£ £ 

External Debt of 1881 outstanding 2,638,200 

•I nterest in arrear 494,662 

3,132,862 

■(•Five per Cent Loan of 1896, amount 

outstanding, Bols. 48,807440, say 1,932,967 
JInterest in arrear, say 552,896 



Total 



2485,863 
£5,618,725 



Venezuelan Committee. 



Right Hon. Lord Avebury, Chair- 
man, 
John Abbott, Esq. 
M. Castello, Esq. 
W. Freke Evans, Esq. 
Hon. Sir C. W. Fremantle, K.C.B. 
F. Praed, Esq. 

Sir W. Cuthbert Quilter, Bart., 
M.P. 



C. H. Rigg, Esq. 

H. T. Tatham, Esq. 

General Sir Luther Vaughan, 

K.C.B. 
V. Watney, Esq. 

Secretary. 
James P. Cooper, Esq. 



* Viz., Half of Coupon due August, 1898, and all subsequent Coupons to August 15th, 
1904, inclusive. 

t Issued principally in settlement of Railway guarantees. 

X Viz., 44 per cent, of Coupon due December, 1898, and all subsequent Coupons to June 
30th, 1904, inclusive. 
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«\XC2L ••• ••• ••• ••• ••• 

Population (1891) 

Capital, Caracas. Population (1894) 
External Debt per head (including 
interest in arrear) 

President 

British Minister at Cardcas 



Agents of 
Caracas 



the Bondholders at 



593)94° square miles. 

2,323,5°°. 
72,429. 

£2. 8s. 4d. 
Gen. Cipriano Castro. 

H. G. O. Bax- Ironside, 
Esq. 



Messrs. H. 
&Co. 



L. Boulton 



History of the Debt (Foreign). 

1 820- 1 834. — See Colombia. 

1834.— By the Convention of 1834 Venezuela became responsible for 
28$ per cent, of the original Colombian Debt, or ^1,888,396, 
upon which the arrears of interest amounted to ^906,430 ; 
total, ^2,794,826. No interest was paid by Venezuela till 
1 841. 

1 84 1. — A Settlement was made on the following terms : — 

The above principal of the Debt to be converted at par 
into " Active " Bonds which were to bear interest at the rate 
of 2 per cent, for the first seven years, increasing I per cent, 
annually, until the maximum rate of 6 per cent, should be 
attained. 

" Deferred " Bonds to be issued in satisfaction of the arrears 
of interest to an amount equal to the original principal. These 
Bonds were to carry interest from 1st October, 1852, at 1 
per cent, per annum, increasing i per cent, annually up 
to a maximum of 5 per cent., when a Sinking Fund of i per 
cent, was also to come into operation. 

It would appear that ^1,857,159 "Active" and ^1,847,500 
" Deferred )y Bonds were issued under the terms of this 
arrangement. "Active" Bonds to the amount of ^150,000 
were subsequently issued in settlement of the "Macintosh 
Claim/' bringing the total issue of these Bonds up to 
^2,007,159. 
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1 847. — Default took place in October. 

1 85 1. — An Arrangement was agreed to by the Bondholders, but it 
was not ratified by Congress, although the half-yearly 
Coupon, due 1st October, 185 1, was paid. 

1856. — Venezuela received, as her proportion of the Debt due from 
Peru to the Old Colombian Republic, a sum of $1,140,000 
in Four and a- Half per Cent Peruvian Bonds. This money 
was kept by the Government for its own purposes, and not 
handed over to the External Creditors. 

1859. — An Arrangement was concluded on the following basis : — 

For the outstanding capital of the old " Active n Bonds 
and for the arrears of interest up to 31st December, 1858, on 
both " Active " and " Deferred n Bonds, New Bonds were to 
be issued bearing 2 J per cent, interest from 1st January, 
1859, to 1st January, i860, and 3 per cent thereafter. 
Against the principal of the old " Deferred " Bonds, other 
New Bonds were to be issued bearing 1 per cent, interest 
from 1st January, 1859, to 1st January, 1860, and thenceforth 
i£ per cent. 

Holders of Deferred Bonds had, at the time of Conversion, 
the option of exchanging ^100 Bonds into ^50 of the New 
Three per Cent. Bonds. 

i860. — Default was made upon the July Coupons. 

1862. — The arrears since 1 860, amounting to ^214,000, were funded 
into a Six per Cent. Stock, and a new Six per Cent Loan for 
^1,000,000. secured upon 55 per cent, of the Import Duties 
collected at La Guayra and Puerto Cabello, was issued at 
63 per cent, by Messrs. Baring. 

1864.— Six per Cent. Loan. Amount, ^1,500,000. Issued at 60 per 
cent, by the General Credit and Finance Company. 
Secured upon the total Export Duties. In December, 1864, 
a suspension of the payment to the Bondholders of the 
above-mentioned 55 per cent, of the Import Duties was 
decreed, and the service of the Loans of 1859 and 1862 went 
into default. 

1867. — i n April, £2. 7s. 6d. was paid on account of the £3 Coupon 
of the 1864 Loan, which, from that date, also went into 
default. 
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1872. — By a Decree of 30th November it was provided that the 
Customs Receipts should be divided into 100 units, of which 
60 were t> be applied to the general Budget, and the 
remaining 40 as follows, viz., 27 per cent, (or 10.8) thereof to 
Internal Public Credit, 27 per cent, (or 10.8) to External 
Public Credit (to be retained by the Treasury pending a 
fresh Arrangement with the External Bondholdtrs), 33 per 
cent, (or 13.2) to Internal Development, and 13 per cent, (or 
5.2) to Foreign Claims. 

1876. — A Convention was concluded under which an annual sum of 
,£40,000 was to be remitted. Three shillings in the £ was 
paid on Coupons of all three Loans from October, 1876. 

1878. — In July the remittances were suspended, and a complete 
default took place. 

1880-81.— The Loans of 1859, 1862, and 1864 were converted into 
a " New Consolidated Debt." This Arrangement provided 
for an issue of £4,000,000 New Bonds, of which £2,750,000 
was to be applied to the Conversion of the above Loans and 
the necessary expenses. The balance of £1,250,000 was 
reserved for the Conversion of the then existing Internal Debt. 
The Six per cent. External Loans of 1862 and 1864, and the 
Coupon Stock of 1862 were converted, with arrears, at 60 per 
cent., and the Three per cent, and One and a Half per cent. 
Bonds of 1859 respectively at 30 and 15 per cent., also 
including all arrears. Interest on the New Bonds to be 3 
per cent, per annum until the Unification of the External 
and Internal Debts was completed, after which it was to be 
raised to 4 per cent, on the whole Debt. Owing to diffi- 
culties which arose with the Internal Bondholders the 
Unification of the Debt was not carried into effect. The 
issue was, therefore, confined to ^2,750,000 Bonds, and the 
rate of interest has not been increased to 4 per cent. Under 
a Decree of 10th December, 1880, the 27 per cent, of the 
40 units of the Customs Receipts (i\e. 10.8 of the total 
Customs Revenue) assigned to the External Public Credit 
(see above Decree of 30th November, 1872) was directed to be 
integrally paid to the Bondholders 1 Agents. This assignment 
has been renewed by subsequent Decrees. 



Digitized by VjOOQ IC 



442 

1883 and 1888.— Proposals were made to carry out the Unification 
of the Internal and External Debts in these years, but proved 
abortive, owing, in the first instance, to the Government 
refusing to provide the necessary funds for the expenses 
of the operation, and, in the second instance, to Congress 
requiring that the loss on Exchange should be provided out 
of the sum allowed for the expenses of the Debt Service. 

1892-3.— The Government, in consequence of a revolution, temporarily 
suspended the service of the External Debt. The re- 
mittances were resumed in June, 1893. For the Coupons 
Nos. 24 and 25, due February and August, 1893, the Council 
issued Certificates redeemable at par by half-yearly draw- 
ings. The final amortisation of these Certificates took place 
in August, 1897. 

1896. — Congress authorised the issue of a Loan in Europe for 
Bols. 50,000,000, the proceeds to be devoted to the liquida- 
tion of the Railway Guarantees in arrear, the compounding 
of the obligation to pay the same in the future, the acquisition 
of some of the Railways, if deemed desirable, and the 
completion of the Central Railway. This Loan, bearing 
5 per cent, interest and 1 per cent, sinking fund, was 
issued at 80 per cent, by the Disconto Gesellschaft of 
Berlin. Drawn Bonds and Coupons to be received at par in 
payment of Customs duties. The Loan was secured by a 
sufficient number of units of the National Revenue to cover 
the annual service, amounting to Bols. 3,000,000, and it was 
stipulated that no new Loan might be contracted to which 
equal or greater rights were conceded without the amortisa- 
tion of this Loan having previously been effected. L T nder a 
Decree of 16th May, 1896, 11. 12 units of the Customs 
Revenue were assigned to the service of this Loan. The 
same Decree renewed the assignment in favour of the 1881 
Loan mentioned above. 

A Law was also passed for the conversion and con- 
solidation of the various Internal Debts by the issue of 
Bols. 65,000,000 of Bonds, bearing 6 per cent, interest and 
1 per cent. Sinking Fund. Interest to be paid monthly in 
Venezuela and in Europe. 
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1897.— The Government failed to remit the funds required for the 
payment of the Coupon due February 15th, 1898, on the 
External Debt of 1881, and of that due June 30th* 1898, on 
the Five per Cent. Loan of 1896. 

1898. — The Government proposed to pay off the arrears on the 
Debt in Bonds of a Nine per Cent. Loan, secured on the 
Salt Monopoly. This proposal was not proceeded with, as 
far as the External Debt was concerned. 

1899.— A Law was passed for the payment of the arrears in Bonds of 
a Three per Cent. Loan, with 2 per cent, amortisation, 
secured on the general revenues and certain special taxes. 
This proposal was declined by the Bondholders 1 Committee. 
In December the Disconto Gesellschaft paid 36 per cent on 
account of the June, 1898, Coupon of the 1896 Loan. 

1900. — Five-sixths of the February, 1898, Coupon of the 1881 Loan 
was paid in March with funds received at irregular intervals 
between July, 1897, and March, 1899. In December the 
Disconto Gesellschaft paid the balance of the June, 1898, 
Coupon of the 1896 Loan, and in the same month the 
Government resumed remittances at the rate of one-half of 
the full monthly instalments in respect of both Loans. 

1 90 1. — The balance of the February, and one-half of the August, 
1898, Coupons of the 1881 Loan were paid in July. In 
December the Disconto Gesellschaft paid 56 per cent, of the 
December, 1898, Coupon of the 1896 Loan, and a like per- 
centage on the Bonds drawn on 31st December, 1898, the 
Sinking Fund having been in suspense since that date. 

All remittances on the part of the Government ceased in 
August. 

1902-3. — In order to obtain redress for various outrages committed 
on their subjects by the Venezuelan Government, the Govern- 
ments of Great Britain and Germany blockaded the Vene- 
zuelan ports. Protocols were signed at Washington providing' 
for the settlement of these and of other claims for loss and 
damage preferred by individuals and industrial companies. 
The Government of Venezuela at the same time under- 
took to settle its External Debts. 
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Report. 

Although no actual arrangement of the Venezuelan 
External Debt has as yet been effected, negotiations, in 
which the Council and Committee have been associated, 
have been proceeding for a considerable time past between 
the Banque de Paris et des Pays-Bas and the Venezuelan 
Government with a view to bringing about a general 
Unification of the External liabilities of the Republic, 
including the claims recognised under the Washington 
Protocols. In June last the Bank and the Representative 
of the Government arrived at an agreement as to the main 
bases of the proposed settlement Nothing has, however, 
up to the present been settled concerning the rate of con- 
version to be offered to the different classes of creditors, 
and the acceptability of the project, of course, largely 
depends upon a satisfactory arrangement being made with 
regard to this vital point In addition to this there are 
many conflicting interests to be reconciled and many 
difficulties to be overcome, so that the Council are not 
at the present moment in a position to make any definite 
announcement on the subject In view of the advan- 
tages which the proposed Unification undoubtedly offers, 
the Committee have felt it preferable to submit to 
some delay in the hope that the scheme may eventually 
become an accomplished fact, rather than attempt to make 
a separate settlement of the English Loan. It is, at any 
rate, satisfactory to note that by entering upon these 
negotiations the Venezuelan Government has shown a 
serious intention of fulfilling the stipulations of Article VI. 
of the Washington Protocols. 
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In connection with these Protocols it may be observed 
that some misconception appears to have existed as to the 
real nature of the case submitted to the International 
Court of Arbitration at the Hague. The question before 
the Court in no way affected the interests of the Bond- 
holders, being merely a point of International Law as to 
whether England, Germany, and Italy were entitled to 
preferential treatment over other Powers, which took no 
part in the blockade, with regard to the liquidation of 
their u second rank " claims. The award of the Hague 
Tribunal, which was given in February last, was favour- 
able to the three Powers named, and the assignment 
of 30 per cent, of the Customs Receipts at La Guayra 
and Puerto Cabello is consequently being applied in the 
first place to the liquidation of the English, German, and 
Italian claims. With regard to the f< second rank " claims, 
the Council regret that they have beer, unable to obtain 
any official information as to the total amounts originally 
claimed by each nation, as to the sums awarded by the 
Mixed Commissions at Caracas, or as to the claims still 
outstanding and unadjudicated. 



The President's Message. 

President Castro presented his Message to Congress 
on the 20th February, 1904. 

Only the salient points of this somewhat lengthy docu- 
ment can be mentioned here. After dealing with numerous 
matters of purely local interest, the President referred in 
detail to the question of foreign relations, and, under this 
head, spoke of the Washington Protocols, the Mixed Corn- 
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missions at Caracas, and the case before the Hague 
Tribunal, which was then still undecided,* but he made 
no mention of the settlement of the External Debt 

The President stated that in conformity with the 
stipulations of the Protocols, a sum of Bols. 2,031,023 
had been at once paid over in satisfaction of the im- 
mediate claims of Great Britain, Germany and Italy, 
and, on the award of the Hague Tribunal becoming 
known, the claimants would be entitled to receive a 
considerable sum in respect of claims recognised by 
the Mixed Commissions. The Commissions had begun 
their labours on the 30th June, 1903, and, with the 
exception of three which were still sitting, had all 
completed their tasks. The total amount of the French, 
Spanish, Dutch, Swedish, Belgian, and Mexican claims 
presented for adjudication was Bols. 50,559,366.11, of 
which Bols. 20,928466.93 had been recognised by the 
Commissions, the notable difference between the sum 
claimed arvd that allotted being a proof that once more 
attempts had been made to reap profit from the disturbed 
state of the country. After pointing out that the institu- 
tion of the Mixed Commissions rested upon no legal 
grounds and that the Venezuelan Government was obliged 
by the force of circumstances to adopt this method of 
dealing with the foreign claims, the President observed 
that the Government had been absolutely compelled to 
protest against the awards given in respect of the Mexican 
claim and that of the Caracas Waterworks Company. 
The award in the latter case being in direct opposition to 
the stipulations of the Protocol and contrary to the 
principles of equity, its acceptance would have implied 

* The award was given on the sand February. 
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the abdication of the Republic's rights, and have cast 
discredit upon arbitration. 

Commenting on the good relations subsisting between 
Venezuela and France, President Castro stated that the 
obligations incurred under the Paris Protocol of 
19th February, 1902, had been fulfilled. A provisional 
certificate for Bols. 1,000,000, destined to cover the 
claims of French subjects arising out of the revolution 
of 1902, had been delivered to the French Legation and 
would be exchanged for Bonds of the Diplomatic Debt 
when the French Government should have informed the 
Legation of the sum allotted to each claimant. Bonds 
of that Debt had also been handed to the French Legation 
in respect of the sums due in virtue of the awards of 
the Franco- Venezuelan Mixed Commission instituted in 
accordance with the provisions of the above-mentioned 
Protocol. It was still impossible to state the total sum 
payable by Venezuela to France, as, owing to the persons 
nominated as umpires having declined to act, eight 
claims, representing in all Bols. 42,988,047.50, remained 
unadjudicated. 

The state of the Treasury and the necessity for meeting 
urgent and unexpected obligations had rendered it im- 
possible for the Government to resume in full payments 
on account of diplomatic conventions. Now that every- 
thing foreshadowed prosperity for the Republic it would 
shortly be in a position strictly to fulfil its obligations. 

Regarding the financial situation, Bols. 4,000,000 of silver 
coin had been purchased at a total cost, including coining, 
of Bols. 1,383,216.06. The National Salines had produced 
Bols. 1,478,653.92 during the year ending 30th June, 1903, or 
about 50 per cent, of the return obtained in the previous year. 
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The decrease was, however, not unnatural in view of the 
period during which it had occurred. Up to the month of 
August, 1903, the amortisation of Salt Bonds had been 
suspended, but since then seventeen drawings had taken 
place, which had reduced the amount outstanding at 
the date of the Message to Bols. 3,050,500.* The assign- 
ment of 30 per cent, of the Customs Receipts at LaGuayra 
and Puerto Cabello, in accordance with the Washington Pro- 
tocols, had forced the Government to levy the Extraordi- 
nary War Tax. This tax, the institution of which had 
been necessary to avoid financial disaster, had produced 
Bols. 9,760,172.50. Moreover, with the receipts thus 
obtained it had been possible to liquidate certain ex- 
ceptionally urgent obligations. Owing to the complete 
disorganisation produced by the war, the payments to 
the States of the Republic had undergone a temporary 
suspension ; during the latter months of 1903 they had, 
however, been resumed on a normal footing, and up to the 
31st December, 1903, Bols. 1,435,272.16 had been disbursed 
under this head. At the date of the delivery of the 
Message the Government's debit balance at the Banco de 
Venezuela had been reduced to less than Bols. 1,500,000. 

Notwithstanding the great difficulties which the Treasury 
had experienced, public works had not been neglected. 
A considerable number of repairs to roads, buildings, and 
bridges had been executed, and the construction of new 
highways, aqueducts, etc., had been commenced. 

A summarised statement f of Revenue and Expenditure 
given by the President showed that, in 1903, the Revenue 

* According to recent advices received by the Council, the whole of the outstanding 
amount of these Bonds has since been redeemed. 

t Exclusive in both cases of the Extraordinary War Tax (See Report of the Finance 
Minister below). 
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had amounted to Bols. 34494412.08 and the Expenditure 
to Bols. 34,329420.76, leaving a balance of Bols. 164,991.32 
to be carried forward to 1904. The President also quoted 
the amount of the Debt on the 31st December, 1903, 
the figures being — External Debt: Bols. 151,645421.08 
(Capital, Bols. 125,363494.86; Arrears of interest, 
Bols. 26,281,926.22). Internal Debt: Bols. 92,983,088.67 
(Capital, Bols. 70,130422.04; Arrears of interest, 
Bols. 22,852,666.63). Total Debt, Bols. 244,628,509.75. 

The Report of the Finance Minister. 

The Report of the Minister of Finance for the year 1903 
was presented to Congress on the 27th February, 1904. 

Revenue and Expenditure. 

The figures contained in the Report with regard to 
Revenue and Expenditure are perplexing and extremely 
difficult to follow. Three separate statements are given. 
The first, " General Receipts and Expenditure," excludes 
all returns relating to the Extraordinary War Tax, and 
shows the totals of Bols. 34494412.08 and Bols. 
34,329,420.76, respectively for Revenue and Expenditure, 
which agrees with the figures in the President's Message ; 
the second relates solely to the receipts obtained from the 
Extraordinary War Tax and the manner in which such 
receipts were expended, whilst the third purports to be a 
statement of the total receipts and disbursements under all 
heads during 1903. The totals given in this third state- 
ment do not entirely agree with the sum of the totals given 
in the first and second, but owing to differences in the 
nomenclature of items and to the number of cross entries 
and transfers from one account to another which appear to 

FF 
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have been made, it is impossible to elucidate the dis- 
crepancies. As, however, the Minister observed that the 
third statement was drawn up with a view to "greater 
clearness and in order to facilitate for the public which is 
inexperienced in matters of accountancy, an exact under- 
standing of the movement of the national finances," it is 
reproduced here in an abridged form : — 



REVENUE, 1903. 



Customs Receipts 

Transit Dues 

Extraordinary War Tax ... 
Nett Return from State Salines 
„ Profit on Silver Coinage 

Public Instruction 

Telegraph Service 

Wharf Tax 

Slaughter Tax 

Consular Fees 

Internal Loan of 1903 

Stamped Paper 

Sundry Receipts 

Total 



Bols. 

21,102,827.53 

5,731,202.66 

9,760,172.50 

1,738,068.51 

1,616,783.94 

i»745*590.*3 

293.497-65 

i7i»438.95 

168,276.00 

a33.232.53 

344.a03.tf 

99,02649 

4a3.497-69 
43,426,908.64 



EXPENDITURE, 1903. 

Bols. 

Administrative Expenses, Salaries, etc. 6,236,596.42 

War Expenses and Troops' Clothing 11,845,007.88 

National Navy 2,061,314.57 

Revenue of the States 1,435,272.16 

Public Works 1,1 00,07a 7 7 

Public Instruction 705,917.99 

30 per cent, of Puerto Cabello and La Guayra 

Customs Receipts 4,183,804.85 

Diplomatic Convention, Washington Protocol 

of 1903 2,203,631.53 

Mixed Commissions, Diplomatic Convention 

of 1903 435.930.55 

Diplomatic Claims, Fabiani Convention ... 370,158.27 

Interest, Commissions and Discount l »35 2 .735-74 

Salt Bonds — Interest and Amortisation ... 1.015,153.75 
Puerto Cabello Wharf Bonds— Interest and 

Amortisation 242,209.00 

Repayment of 1903 Loan 326,266.56 

Payment to Banco de Venezuela 7,279,201.28 

Total 41,401,271.32 
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SUMMARY. 

Bols. 

Revenue 43,426,908.64 

Expenditure 41,401,271.32 

Balance carried forward to 1904 ... 2,025,637.32 

With regard to the Customs Revenue, the Report showed 
that during the earlier months of 1903, the receipts were 
extremely small, but gradually improved and averaged over 
Bols. 2,500,000 per month from September to December 
inclusive. 

Owing to the lack of ordinary receipts, consequent upon 
the blockade, the Government had been obliged to raise 
the Internal Loan of 1903, which had, however, been paid 
off in July. 

Banco de Venezuela. 

On the 31st December, 1902, the Government's debit 
balance at this institution amounted to Bols. 10495,193.89. 
During 1903 the reimbursements effected had amounted 
to Bols. 7,279,201.28, leaving a balance of Bols. 3,215,992.61 
due on 1st January, 1904. 

Bonds of the "One per Cent. Monthly." 

No payments were made during 1903 in respect of these 
Bonds. The capital and arrears of interest outstanding at 
the close of 1903 amounted together to Bols. 5,611,377.56. 

Public Debt. 

The following Table is a reproduction, in a slightly 
summarised form, of the statement given in the Finance 
Minister's Report with regard to the situation of the 
Venezuelan Debt on the 31st December, 1903 : — 

FF 2 
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1 

Loans. 


Capital Interest in 
Outstanding, 1 Arrear. 
31st Dec, I903.3ist-Dec., 1903. 

! 


Total. 


External Loans. 
External Debt of 1 88 1 
Diplomatic Debt 
Venezuelan Loan of 1896 

Total External Loans 


BoK 
66,614,550.00 

9,937,304- 86 
48,81 1, 64a 00* 


Bols. 

i2,i57,i55.oi 

1,382,959.21 

12,741,812.00 


Bols. 
78,771,705.01 
11,320,264.07 
61,553.452.00 


125,363,494.86 


26,281,926.22 


151,645,421.08 


Internal Loans. 

National Consolidated 
Six per Cent 

Caracas Waterworks ... 

Balances of old Loans 
convertible into Con- 
solidated Six per Cent. 

Total Internal Loans 


59,809,316.12 
io,i75>i99.44 

145,906.48 


i9,37i,478.oo 
3»459,585.io 

21,603.53 


79,180,794.12 
13,634,784.54 

167,510,01 


70,130,422.04 


22,852,666.63 


92,983,088.67 


External Loans 
Internal Loans 

Grand Total 


125,363,49486 
70,130,422.04 


26,281,926.22 
22,852,666.63 


151,645,421.08 
92,983,088.67 


i95,493,9i6.oo 


49,134.592.85 


244,628,509.75 



* The difference between the amount given in the Table on page 431 of the Council's bat 
eport (Bols. 46,315,000) and that shown here is due to the fact that in the former Bonds 
rawn for redemption but not repaid were included under the head of Arrears of Service. 



Apart from the fact that all the Loans remained in total 
default throughout the year 1903, the above Table calls for 
but one remark. On comparing the amount shown here 
as representing the capital of the Diplomatic Debt with 
the amount outstanding on 31st December, 1902, it will be 
seen that a considerable increase has taken place. The 
Minister's Report showed that this was mainly due lo 
the issue of Bonds of the Diplomatic Debt to the follow- 
ing amounts, viz., Bols. 1,000,000 to the French Legation 
in April, 1903; of Bols. 1,437,051.21 in virtue of the 
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Protocol with France, signed in February, 1902, and 
of Bols. 1,000,000.00 in respect of a Dutch Claim. 

Until all the Foreign Claims have been definitively 
adjudicated any estimate of the total liabilities of Vene- 
zuela can only be approximate. It may be pointed out, 
however, that exclusive of these claims, and as far as can be 
gathered from the Finance Minister's Report, the figures 
would appear to have been as follows on the 31st Decem- 
ber, 1903 :— 

Bols. 

External and Internal Debts as above 244,628,509.75 

Salt Bonds 4,194,500.00 

Bonds of the " One per Cent. Monthly" ... 5,611,377.56 
Debit Balance at Banco de Venezuela 3,215,992.61 

257,650,37992 



Liquor and Tobacco Monopoly. 

On the 5th May, 1 904, a Law was promulgated pro- 
viding for the creation of a Liquor and Tobacco Monopoly, 
and stipulating that the net receipts to be derived from 
this source should be assigned to Public Credit and to the 
States and Federal District of the Republic in the respec- 
tive proportions of 65 and 35 per cent. 

Trade Statistics. 

The following information is taken from Mr. Acting- 
Consul Andral*s Annual Report regarding the trade 
conditions in Venezuela in 1903, and from the reports 
concerning the Consular Districts of Puerto Cabello, 
Maracaibo, and La Guayra, which are annexed thereto. 

With regard to the general situation Mr. Andral made 
the following remarks : — 
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Immediately after the settlement of the international troubles 
which for a period of two months had caused a complete suspension 
of the commercial life of Venezuela, business was resumed with 
extraordinary activity. The month of January had been entirely lost 
as well as half of February, but the day following the opening of the 
ports saw a revival of trade. 

Naturally, after this forced repose, work was resumed with re- 
doubled energy, and, as seen from the La Guayra report, in the latter 
half of February and the month of March the exports reached 
figures which have only been equalled by two other months in 
the year. 

Imports were also higher than in the corresponding months of 
the previous year, and continued so all the year through, improving 
as the months went by. 

Mr. Andral, however, also observes that there can be no 
serious or lasting growth of trade until an increase takes 
place in the population, which has declined owing to the 
civil strife of the last five years. 

Puerto Cabello. 

. During the first two months of 1903 the foreign trade 
of Puerto Cabello had been paralysed by the blockade, 
and subsequently it had suffered from a fall in the value 
of coffee. Towards the end of the year, however, the 
market price of coffee had improved considerably, with the 
result that business had revived. The value of Imports in 
1903, at Puerto Cabello, amounted to £368,653, and that 
of Exports to £601,727, the latter amount including 
£318,242 on account of Coffee. The exports of coffee 
reached a total of 13,619 tons, of which a large proportion 
represented the crop of the previous year, which it had 
then been impossible to send out of the country. The 
number of cattle exported was 61,681, representing a 
value of £175,584. 
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Maracaibo. 

The trade movement in 1903 showed a fair improvement 
as compared with the years 1901 and 1902, and had been 
greatly favoured by a Decree of the Venezuelan Govern- 
ment re-establishing free traffic on the Zulia River, 
whereby the exportation, via Maracaibo, of a large amount 
of Colombian coffee was rendered possible. The exports 
from Maracaibo consist almost exclusively of coffee, and 
the amount exported in 1903 was 24,828 tons, valued at 
£612,729. 

La Guayra. 

The situation at La Guayra showed an improvement as 
compared with 1902, and after the raising of the blockade 
a brisk movement had taken place in the Import and 
Export trades, which later in the year also benefited from 
the closing of several other Venezuelan ports to foreign 
trade. The development at La Guayra had taken place in 
spite of the imposition of heavy " war taxes " on both 
Imports and Exports. As regards the former, the Customs 
Duties had been increased by 30 per cent, and this 
addition produced an average sum of £12,369 per month, 
whilst the return from the surcharges on Export Duties 
averaged £4,502 per month. Exclusive of goods in 
transit for Ciudad Bolivar the weight of Imports at La 
Guayra in 1903 was 41489 metric tons, showing an increase 
of about 15 per cent as compared with 1902, and that of 
Exports 16,632 metric tons. 
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PRINCIPAL LOANS IN DEFAULT IN 1903-1904. 



ARGENTINA. 



Loans. 



Principal 
Outstanding. 



Coupons in arrear 
(both inclusive). 



Approximate 
Arrears of Interest. 



Municipal Loan*— 

Cfay of Cordoba 6£ 1887 

Do. 6%, 1889 

City of Santa Fe6X, 1889 



£ 
198,400 
595t20o 



- jC793,&» 
257,900 
Total £1,051,600 



( tst Feb., 1891 ) 
\ zst Aug., 1904 \ 
j xst Jan., 1891 j. 
( 1st July, 1904 J 



est Dec., 1893 ) 
1st June, 1904 j 



166,656 
499.948 



666,604 
170^4 



Total £886,818 



* Cedulas of the Mortgage Bank of the Province of 
Buenos Ay res — 

Principal, Interest, "Bonos," and Certificates 
outstanding December 30th, 1903, (@ 127 
premium), say 



£15,144,881 



Last Coupon paid is M. 
October, 1890. Pw» 
payments in enmsq 
and scrip made to Oct, 
189a. Nocashp*r"M° 
have since been tank. 



* An Arrangement has been proposed by the Government of the Province of Buenos 
Ayres, and is now awaiting the approval of the Cedula Holders. 
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Loans. 



Principal Coupons in arrear Arrears of 

outstanding. (both inclusive). interest 



COLOMBIA. 



Consolidated External 1 /•„ „__ ___ 
Debt of 1896 / ^ 2 »7oo,ooo 



J 1st Jan., 1900 \ 
\ 1st July, 1904/" 



£283,500 



COSTA RICA. 

( 1st Jan., 1895 
External Debt, A Bonds £525,000 J 1st July, 1897 



External Debt, B Bonds 1,475,000 
£2,000,000 



1st Oct., 1 901 
1st April, 1904 




* Represented by Certificates. 

FORMER CONFEDERATE STATES. 

7% of 1863 \ /24l88oo ( 1st Sept., 1865 { /6 6oii2d 

Cotton Loan) J- * 2>4I8 ' C0 ° \ 1st March, 1904 { " * >°°3>324 



GUATEMALA. 



New 4 % External Debt \ f - . - / 30th Dec., 1898 \ ,- - 

of 1895 j-^MM|M0 -\ 30th Dec, 1904/- *355.S73 

* An Arrangement has been proposed and is now awaiting ratification by the Govern- 
ment of Guatemala and by the Bondholders. 



HONDURAS. 
5% °f I** ^8,800 |2J5S!g}.. 

"%•"«* 90M00 i;:;fe;s )•• 

«%of««9 ^^70 {sfesg |. 

10% of 1870 2,242,500 I 1st Jan., 1873 



1st July, 1904 J" 



^5.398,570 



£124, 1 10 
2,882,240 

4»57o,797 
7,176,000 

^14.753.147 



7 % Consolidated of 
1874 Certificates of 
Claim ($5=36i)- 



LOUISIANA. 



£184,432 



Note. — Issued under notarial protests by the Council of Foreign Bond- 
holders of London, in accordance with the Resolutions of May, 1875, for the 
loss of 40 % Principal involved in the conversion of the corresponding amount 
af Bonds (held in England) under the Funding Act of January, 1874. 
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Loans. 



Principal 
outstanding. 



Coupons in arrear 
(both inclusive). 



6% of 1831-3 (A.) 
5% of 1838 (B.) 



cipal 
nding. 

MISSISSIPPI. 

/doaooo / Ist March » l8 *i I 

^° 0,00 ° \ 1st March, 1904/ 

1,000,000 

^1,400,000 



Approximate 

Arrears of 

Interest. 



Do. 



^1,524,000 
3.i75.ooo 

^^^^ £4*699,000 

Note.— (A.) " Planters' Bank " Bonds. (B.) " Union Bank " Bonds. 
VENEZUELA. 
External Debt of 1881 £2,638,200 { jg **•; \*#* | ^^^ 

5% Loan of 1806 ... ,,932,967 { g* »£ gf } £552,896 



£4,57i,i67 

* See Note on page 438. 
WEST VIRGINIA. 



j£i.047,558 



Certificates £3,047,874 



Being West Virginia's one-third Share 
•== of the old Debt of Virginia appor- 

tioned 1st July, 1 87 1, not yet recog- 
nised by West Virginia. 

SUMMARY OF PRINCIPAL LOANS IN DEFAULT IN 1903-1904. 



States. 



Approximate Prin- 
cipal Outstanding. 



Approximate 
Interest Arrears. 



Argentine Municipal Loans . 
Do. ProvincialCbdulas 

Colombia 

Costa Rica 

Former Confederate States. 

Guatemala 

Honduras 

Louisiana (Certificates) 

Mississippi 

Venezuela 

West Virginia 



£ 

1,051,500 

15,144,881 

2,700,000 

2,000,000" 
2,418,800 
I,482,800 
5,398,570 
184,432 
1,400,000 
4,57»,l67 
3,047,874 



£ 
836,818 

283,500 

500,000 

6,603,324 

355,872 

'4,753,147 

4,699,000 
1,047,558 



Total 



^39,400,024 



£29,079,219 



Wbrthbimbx, Lba & Co.. Printers, 46 & 47, London Wall, and Clifton House 
Worship Street, London, B.C ' 
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